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A Book that points the way to 
greater profits... 


The Service Charge on 
ston [Jemand Deposits 


Approval 
By W. GORDON JONES 


‘THis book is a complete treatise on the growing 
banking practice of imposing a monthly service 
charge on demand deposits that do not measure up to 
a certain standard of profitableness to the bank. It 
tells how to determine which accounts are unprofitable 
and discusses the best methods of imposing the charge 
without sacrificing the good will of the customer. 


BANKERS PUBLISHING CO. 


Book Department 
465 Main St., Cambridge, Mass. 





The Publisher’s Page 


ESCUING the local bank from the hopeless struggle 

of squeezing cash out of unliquid assets to meet deposit 

withdrawals is a job that calls for full community 

co-operation thinks Ivan W. Exper, who in an article, 

beginning on page 567 of this issue, suggests a plan 
for readjusting the local banking structure without tying up 
completely the entire banking funds of the community. “Why 
should it be necessary,” Mr. Ivan suggests, “to turn a bank over 
to the state or national authorities, with all of the depressing 
consequences of such an act, in order to assure an equitable 
distribution to all depositors? Isn’t it just possible that the 
depositors themselves, if rightly appealed to, will prefer to accept 
a self-imposed basis of deposit adjustment—and keep their bank?” 
Mr. Ivan in his article tells how this desirable result may be 
obtained. 


Banks ToDAY have but two basic sources of profits: first, interest 
on loans and investments, and second, service charges. Income 
from loans is practically self-regulated by prevailing average 
discount rates. Service charges offer a definite and promising 
result if banks will adopt a fixed program of making all bank 
services pay their way. So writes JoHn J. ANTON, vice-president, 
First National Bank, Chicago, in an article in this issue beginning 
on page 571. 


“MANY PROMINENT economists, both here and in Europe, agree 
that the problem of properly investing the surplus savings of a 
nation are of the most serious importance. It is so serious, in fact, 
that it overshadows the many other factors in the economic 
equation. ‘To be fully effective, however, this regulation should 
be freely and intelligently applied by the investment bankers of 
the nation and not be brought about by legislative means.” So 
writes MaGnus Bysornpa, in an article in this issue entitled 
“Bankers and Engineers Can Restore our Former Prosperity” 
which begins on page 575. ‘The author contends that new indus- 
tries are needed, new avenues of investment for the surplus savings 
of the people that will create new employment and increasing 
buying power. The stimulation of new industries, he contends, 
can only be brought about by the effective co-operation of inven- 
tors and bankers. He believes that there are many new and useful 
inventions available that only require the experience and wisdom 
of the banker to be brought on the market and put to work 
creating employment and new purchasing power. 


[Continued on page xIv]} 





THE BANKERS MAGAZINE 


If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to. you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 


ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
Book Dept.—465 Main St., Cambridge, Mass. 

You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 

Within five days after its receipt I will send you $7.50 in 
full payment or return the book. on 


approval 
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SHOULD BANKS GO on the air? This question was propounded in 
our last issue by L. Dovueitas MerrepirH. In this issue in an 
article headed “On the Air with the Banks” he discusses further 
the same subject. These discussions do not assume that the bank 
executive must rely on his own efforts to present a radio program 
productive of results. Advertising agencies are rapidly becoming 
skilled in this type of work. The information given in these 
articles is designed to enable the executive who finds it necessary 
to supervise the arrangement of a program to have a better 
comprehension of the problems encountered and knowledge of the 
fundamentals to be pursued. 


How aBout THOSE small loans? A number of years ago banks 
were investigating with some enthusiasm the possibility of small 
loan departments as a source of profit to themselves and as a 
sound and useful service to such of their customers who needed 
financing of this nature. How has the depression affected this 
type of business? What is the present experience of banks making 
this type of loan? ‘These questions are being considered by 
Howarp Wricut Harness, author of “The Small Loan Depart- 
ment” in a series of articles now appearing in this Magazine. 
This month’s article headed “The Costs of the Small Loan 
Department” will be found on page 585. “Looking over all 
small loan departments now operating in banks,” writes Mr. 
Haines, “volume in the last twelve months has declined from 
$150,000,000 to approximately $50,000,000 in loans. Less than 
7 per cent. of banks operating these special departments are 
advertising for new business. Whether this is due to the fact 
that profits are too small, that the bank finds its reserves impaired, 
or to lack of faith on the part of the bank’s small loan managers 
is not definitely determined.” 


THE HISTORY OF AMERICAN BANKING has been the story of 
continuous struggle between blind inflationists and the protag- 
onists of conservative banking, and the evolution of a sound system 
has been slow and painful. There is danger just now that “bank- 
ing reform” may become a political football and this is something 
to be jealously guarded against. So writes JoHN F. Barry, of 
Hornblower & Weeks, in an article beginning on page 591. Mr. 
Barry outlines in very graphic style the historical background of 
the present depression describing briefly some of our previous 
similar crises. He points out that in practically every previous 
crisis contemporary economists have despaired of recovery. 
Mr. Barry urges his readers to keep their sense of proportion 
and to realize that in all possibility even the peaks of 1929 will 
be exceeded by the higher levels of our next boom. 
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PROBABLE COURSE OF BANK LEGISLATION 


cerned as to the probable course 

banking legislation may take either 
at the last session of the present Congress 
or the new Congress which will be con- 
vened in special session March 4. As 
the Glass bill is now on the calendar, it 
has the right of way at the present ses- 
sion. Whether it will be passed or not 
is not yet known. There is reported to 
be a movement on foot to postpone con- 
sideration of the bill until the entire 
question can be examined by a commis- 
sion or a special committee of the Senate. 
That banking legislation: of some kind, 
probably of a drastic character, will not 
long be postponed may be regarded as 
certain. 

No one will dispute that the banking 
situation in recent years has been unfor- 
tunate, to say the least. ‘This fact is 
suficiently attested by the large number 
of bank failures. But the situation has 
vastly improved in recent months, due to 
the aid given by the Reconstruction Fi- 
nance Corporation and to some general 
improvement in business conditions. 
Probably it is to this latter source, more 
than to legislation, that attention should 
be directed. Bank failures have been 
due, in the main, to unprofitable farm- 
ing and other forms of trade and indus- 
try. When these troubles are overcome 
banking, which necessarily reflects busi- 
ness conditions, will show a correspond- 
ing improvement. But this does not rule 
out the desirability of wise banking 
legislation. 

The danger is that, under the impulse 
of the forces set loose by the present de- 
pression, banking legislation may proceed 
to a point unwarranted by the condition 
of the country in normal times. If we 
expect to make our banks proof against 
a storm like that which has recently 
swept over the world, this may be found 
an impossible achievement unless our en- 


B ssn are quite naturally con- 


tire banking system is greatly altered 
and the banks put under restrictions 
which would seriously hamper their 
services to the community in ordinary 
times. Possibly, however, by carefully- 
considered measures the required degree 
of safety may be attained without making 
the sacrifice indicated. The real goal is 
to eliminate unsafe banking without at 
the same time hampering the legitimate 
operations of the banks. 

Frequently in these pages the opinion 
has been expressed that safe banking in 
the future will be less dependent upon 
legislation than upon some plan of co- 
operation among the banks themselves to 
secure this objective. We need higher 
standards of banking, not to be made 
compulsory by law, but voluntarily im- 
posed upon bankers by their own fra- 
ternity. 

Again it may be said that the ideal of 
making banking safe while farming and 
business generally are in a deplorable 
situation is fantastic. Better business is 
a prerequisite of better banking. 

Some form of national guaranty of 
bank deposits is almost certain to receive 
the support of Congress in the near fu- 
ture. It is already in the Glass bill. Are 
the safe banks of the country willing to 
be taxed to support their weaker breth- 
ren? This is an important question. 


DEBT QUESTION TO THE FORE 
AGAIN 


S long expected, the foreign debt 
question has been again brought to 
the fore by the notes dealing with 


the matter recently transmitted to this 
country by the governments of Great 


Britain and France. So much has been 
said on this problem heretofore that little 
or nothing of value can be added. It 
will be observed that the notes men- 
tioned do not suggest cancellation of the 
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debts. They only ask for further study 
and review of the problem, and that 
pending such consideration payments due 
on December 15 be postponed. 

That the United States has a valid 
legal claim to the sums due from France 
and England is not disputed. Our moral 
claim to payment is somewhat differently 
viewed by the debtor and creditor. That 
both France and England are possessed 
of sufficient wealth ultimately to be able 
to make full payment can hardly be 
denied. But whether payment is now 
politically or economically practicable is 
far from certain. From the standpoint 
of our own interests, also, the exaction 
of full payment may be less advantageous 
than a considerable degree of abatement 
of our claims. 

What is especially needed today is 
world recovery. If in the interest of 
such recovery, in which this country has 
a stake far exceeding the aggregate of 
these debts, concessions must be made to 
our debtors, such concessions should be 
made. 

Confidence may be expressed that the 
three countries most concerned, after a 
full consideration of this thorny problem, 
may reach a settlement just to all and 
helpful toward the recovery of a sadly 
shattered world. 


NOW THAT IT CAN BE TOLD 


URING the late presidential cam- 
D paign, THE BANKERS MAGAZINE, 

not being a party organ, re- 
frained from discussing the real or sup- 
posed issues, nor is it intended to con- 
sider these now in their political aspects. 
That would be merely threshing over 
straw from which the chaff has been 
winnowed and the grain put in the sack. 
But there are some phases of the cam- 
paign other than purely political and 
whose interest will long prevail after 
the actual contest itself shall have been 
forgotten. 

In the first place, it is evident that 
the people are relying more and more 
on Washington to lead them out of their 
difficulties. This fact emerges with 
especial clearness when the national 
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election takes place in the midst of a 
severe depression, although evidence of 
it is not lacking at other times. Voters 
give their suffrages to one party in the 
hope that it will usher in a golden age. 
This hope failing, they turn with the 
same degree of faith to the opposite 
party. 

This reliance of the people on the 
Government was thus aptly expressed 
by Governor Roosevelt in his campaign 
speech at Atlanta. He made this quota- 
tion, and with approval, from the report 
of an agriculture-forestry committee: 


“Results are the expression of causes. 
When there is starvation of spirit and 
body in a land of abundant natural re- 
sources, a land of plenty, no further 
evidence is needed of failure of the 
powers intrusted with control of gov 
ernment.” 


The doctrine above laid down implies 
that “in a land of abundant natural re- 
sources” starvation of body and spirit 
must be attributed to government short- 
comings. A very comfortable doctrine 
indeed, but too much reliance on it will 
have a dangerous softening influence on 
the American character. But the dis 
position to look to Washington as the 
source of “spiritual” and material salva- 
tion has been a marked tendency of 
recent times—a disposition which politi- 
cians of both parties encourage. 

In the late campaign President Hoover 
and the Republican party were blamed 
for the existing depression. Whether 
this charge was true or not is no longer 
a matter of political interest, but from 
an economic standpoint it is still worthy 
of the dispassionate consideration im- 
possible during a period of heated party 
debate. 

Discussing this very subject of polit- 
ical responsibility for depressions, Pro- 
fessor Lionel D. Edie in his book, 
‘“Economics—Principles and _ Policies,” 
says: 


“Politicians have always attributed 
hard times to the follies and crimes of 
the party of the opposition. The econo- 
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mist finds no substantiation in fact for 
the political explanation of cycles. In- 
stead, the economist finds that business 
fluctuates in spite of, or independently 
of, the currents of politics. That the 
political theory still has a powerful hold 
on the popular imagination is apparent 
from the campaign speeches of the 
average political candidate. His own 
party is said to be the cause of all pros- 
perity; the opposition party the cause 
of all depression. This popular fallacy 
has, indeed, led to the naming of many 
crises after certain political leaders—for 
instance, the “Cleveland panic of 1893, 
the ‘Bryan panic of 1896, and the 
‘Roosevelt panic of 1907.’ Both the 
political and climatic theories are alike 
in this, that they attribute business 
changes to external causes. In this re- 
spect, they differ from the main trend 
of current economic opinion, which finds 
the causes in the internal conditions of 
business itself.” 


But to this generalization exceptions 
readily come to mind. The triumph of 
a party committed to some sudden and 
radical change—as the abandonment of 
the gold standard or the substitution of 
free trade for protection—might for a 
considerable period at least quite seri- 
ously affect business. But what Pro- 
fessor Edie says is true in the absence of 
revolutionary changes of the character 
indicated. 

To trace events to their real source 
is not always easy, and rarely is there 
a single cause for events of great magni- 
tude. Was the cause of the Great War 
the killing of the Austrian Crown 
Prince? Was the election of Lincoln 
the cause of our Civil War? And, com- 
ing down to panics, was that of 1857 
caused by the failure of the Ohio Life 
Insurance and Trust Company, that of 
1873 by the failure of Jay Cooke & Co., 
and that of 1907 by the failure of the 
Knickerbocker Trust Company? To 
answer all these questions would first 
require a definition of the word “cause” 
itself. None of the events mentioned 
would have had their subsequent results 
had not the antecedent conditions fav- 
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ored them. Crises are much like the 
plot of a well-constructed drama. In its 
very beginning the elements leading to 
the ending are all present. Some un- 
toward incident or a chance word pre- 
cipitates the crash. Had not Emilia 
stolen the handkerchief, Othello and 
Desdemona might have lived happily 
ever afterward. Still, the deeper causes 
of the tragedy lay back of this event. 

So with the Great Depression. It 
may, possibly, have been precipitated by 
the Wall Street collapse. But surely 
the major causes of this world-wide 
catastrophe must be sought elsewhere. 
Bad as was the Wall Street crash, its 
devastating effects were almost trivial 
compared to those of the Great War. 

But even if it be conceded that the 
speculation in securities culminating in 
the autumn of 1929 made matters 
worse, where does the responsibility lie? 
In answer to this question some quota- 
tions from a recent book, “Modern De- 
velopments in Banking,” by Newton D. 
Alling, will be found pertinent. 


“Prior to the enactment of the Fed- 
eral Reserve Law the limited amount of 
money available for reserves for banks 
in the United States held the creation of 
credit down to reasonable limits; but 
with the new reserve conditions, prac- 
tically without limit under that act, the 
creation of new credit by commercial 
banks can be allowed to go too far.” 


In further referring to the Federal 
Reserve System this author says: 


“If its powers are used to expand 
beyond the proper limits, it will prove 
a Frankenstein and destroy those who 
constructed it. This statement is based 
on the recent experience with it and the 
present depression, the depth of which 
was made possible by the previous ex- 
pansion which was made possible by the 
system.” 


The immense powers of expansion 
which the Federal Reserve System per- 
mits is further indicated by this state- 
ment: 
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“The total deposits of all commercial 
banks might easily exceed one hundred 
billion dollars, based on the same amount 
of gold as is given in the above state- 
ment. This analysis should give the 
careful reader a pretty accurate picture 
of the latent credit possibilities of the 
Federal Reserve banks.” 


That the Federal Reserve System, by 
reducing the required reserves of the 
banks, and by compelling member banks 
to deposit all their legal reserves in the 
twelve Federal Reserve banks, created 
the most terrific engine of credit infla- 
tion known to banking history, Mr. 
Alling clearly shows. This tremendous 
power was not left to be controlled by 
bankers, but was placed in a political 
board at Washington. 

Whether the Federal Reserve System 
has been deflected from its original ob- 
jects to assist production and commerce, 
and made to serve speculation, may be 
a debatable question. It is alleged that 
such a perversion of the system has 
occurred. But a careful examination of 
the act at its inception disclosed its 
speculative possibilities. As a matter of 
fact, however, no banking system com- 
pels people to engage in inordinate 
speculation, though it may furnish the 
means to make such a course easier. 

When the complete history of the 
Great Depression comes to be impar- 
tially written, one will probably have to 
search minutely to discover any credible 
evidence that it was caused by the Re- 
publican party. Post hoc, ergo propter 
hoc, was apparently the decisive influ- 
ence in the late campaign. 


TOO MUCH GOLD? 


livered from the apprehensions 
caused by the alleged shortage in 
the world’s gold supply when announce- 
ment was made of trouble of an entirely 


GS seed had mankind been de- 


different kind. For now comes Dr. 
David Friday, a well-known economist, 
who tells us that before many years we 
are going to wake up with an oversupply 
of gold in the world. He estimates that 


in the absence of unseen disturbances 
the gold stocks of the leading ceutral 
banks may be increased by some $1.()()0,- 
000,000 by December of next year. 

From time to time THE Bankers 
MaGazZINE has presented official figures 
to show that the shortage of gold was a 
myth. And it hopes in the future to 
be able to show that there is no need to 
be frightened by the oversupply of the 
metal which Dr. Friday predicts. As a 
matter of fact, a plentiful supply of gold 
is generally regarded with complacency, 
while a shortage occasions alarm. But 
should sudden and large accessions be 
made to the gold stock the consequences 
might be hardly less satisfactory than 
those resulting from the contrary situa- 
tion. 

Should the gold supply increase to 
the extent indicated, it would afford an 
opportunity for a number of countries 
now tied to paper or with the gold-ex- 
change standard to get back to the gold 
standard. That such a change would be 
in the interest of world trade and of 
sound finance is widely recognized. 

An increase in the supply of gold will 
possibly tend to make less vociferous the 
demands of the silver rehabilitators, so 
far as these demands rest upon the al- 
leged scarcity of what has been called 
“primary money.” But those who want 
some international action taken solely 
with a view to boosting the price of the 
white metal will continue to cry aloud. 

It seems that a great deal of nonsense 
has been promulgated about the “short- 
age of gold” and by those who should 
have known better, since the facts in 
regard to the matter have been fre- 
quently presented in these pages and 
were also readily available from official 
sources. 


COMMERCIAL FAILURES 
PREVENTABLE 


CCORDING to a recent study of 
Aces bankruptcies made by 
the Department of Commerce 
“individual and commercial failures are 


in general preventable.” After making 
this statement, the report of the study 
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continues: ““And their occurrence is both 
a reflection and a burden upon our 
economic system. Heretofore, little 
thought and effort have been directed 
toward the problem of eliminating the 
causes which give rise to failure. Few 
attempts have been made to secure the 
experiences of unsuccessful business ven- 
turers for the consideration and benefit 
of others faced with similar difficulties 
of conducting a business profitably. An 
analysis of the facts underlying com- 
mercial failures and the widespread dis- 
semination of these facts will ultimately, 
it is believed, bring about a more general 
avoidance of ruinous methods and prac- 
tices.” 

The lack of economic opportunity, 
ability, and other requisites for success- 
ful business operations prevented the 
majority of the bankrupts from succeed- 
ing, the report states. Their failure was, 
therefore, a consequence of an unjustifi- 
able entrance into business. Ease in ob- 


taining credit, not so much from banks, 
but from manufacturers and wholesale 
dealers, facilitates 


this “unjustifiable 
entrance into business.” The establish- 
ment of a new bank is hedged about 
with restrictions impossible of applica- 
tion to business generally. In both lines, 
however, there is still greater freedom 
than is compatible with a high degree 
of safety. 


WORLD ECONOMIC 
CONFERENCE 


VIDENTLY difficulties are being 
encountered in preparing the 
agenda for the proposed World 
Economic Conference. Not the least of 
these obstacles may be mentioned the 
stipulation of President Hoover in ac- 
cepting an invitation to send delegates 
to the conference, that intergovern- 
mental debts and tariffs should be 
banned from consideration. As these 
problems are generally considered of 
Pressing importance, their exclusion 
from consideration virtually condemns 
the conference to failure in advance. 
Now comes Sir Walter Layton an- 
noun-ing his resignation from the pre- 
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paratory committee of the conference. 
Some of his reasons for this course, as 
stated in a letter to Prime Minister Mac: 
Donald, are as follows: 


“My interview with Mr. Chamberlain 
convinced me that there is a serious dif- 
ference of opinion between the govern- 
ment and myself as to what further 
action is required in order to restore 
reasonable freedom to the movement of 
international trade. 

“The government view, I find, is that 
the desired result can be obtained 
through individual negotiations with 
foreign countries, within the limits set 
by the Ottawa agreements and subject 
to strict insistence on our most-favored- 
nation rights. 

“Judging from past experience, how- 
ever, I fear that the method of bilateral 
negotiation will make very little impres- 
sion on the protectionist system of the 
world as a whole as it has grown up 
since the war. In my opinion, the finan- 
cial situation in which Great Britain 
finds herself at this moment, taken in 
conjunction with the immense impor- 
tance of the British market to the whole 
world, gives us a unique opportunity— 
in collaboration with countries already 
on a low tariff basis and those to whom 
the restoration of foreign trade is a vital 
necessity—to propound and press for- 
ward plans conceived on much bolder 
and broader lines. 

“Unfortunately, progress in the di- 
rection of effective action by a low tariff 
group is handicapped by certain features 
of government policy. Among _ these 
handicaps—apart altogether from the 
growing tendency to introduce an ele- 
ment of permanence and rigidity into 
our tariff by various commitments—I 
would mention specially the introduc- 
tion of the quota system in regard to 
meat, the implied endorsement in the 
Ottawa agreements with Australia and 
Canada of the principle of ‘compensa- 
tory’ tariffs, and the unhelpful attitude 
adopted by Great Britain towards re- 
gional agreements in Europe, such as the 
Dutch-Belgian Convention initialed at 
Lausanne in July of this year.” 
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What Sir Walter says in regard to 
“compensatory” tariffs will be found of 
special interest in view of recent dis- 
cussions in this country. 

It has been frequently said that a 
country cannot expect to continue to 
make foreign loans on a large scale with- 
out being willing to receive goods and 
services in payment on account of inter- 
est and principal of such loans. The 
inconsistency of a contrary policy by the 
United States has been criticized here 
and elsewhere. By adopting the pro- 
tective policy Great Britain will prob- 
ably somewhat diminish the country’s 
importance as a lender outside the Brit- 
ish Empire, as the tariff duties will make 
it less easy for foreign borrowers to 
pay interest and principal of their loans. 
But England can still lend to her own 
dominions and colonies and _ receive 
goods from them on a low-tariff basis. 

Thus, in the respect indicated, Eng- 
land will still have an advantage lacking 
to this country, but her tariff policy may 
curtail the ability of London to hold its 
former position as a lender to countries 


Whether 


outside the British Empire. 
this will work to the benefit of the 
United States as a foreign lender cannot 


be said with certainty. It would do so, 
undoubtedly, if this country should 
move in the direction of free trade while 
England takes the opposite course. Many 
people in this country regard the aban- 
donment of protection for the purpose 
of enlarging foreign trade as being com- 
parable to the case of the dog that 
dropped the real bone in his mouth for 
its shadow in the stream. 


PROPOSED UNIFICATION OF 
BANKING 


HEN it is proposed to unify 
the two systems of banking, 
state and national, into a single 


system under Federal control, it seems to 
be forgotten that should this proposal 
be carried into effect it would constitute 
a case of the less absorbing the greater. 
This fact was brought out in an address 
at the recent convention of the Ameri- 
can Bankers Association delivered by 


THE BANKERS MAGAZINE 


—— 


L. A. Andrew, vice-president of the 
First Bank and Trust Company of 
Ottumwa, Iowa. Here are some inter- 
esting figures presented in this address: 


“On December 31, 1931, in round 
numbers, the capital, surplus, and undi- 
vided profits of the state banks were $5,- 
231,389,767, and of the national banks 
$3,354,658,000, showing the capital re- 
sources of the state banks to be 55 per 
cent. in excess of the national banks. 
The deposits of the state banks were 
$30,969,845,615 and of the national 
banks $19,244,347,000, showing the de- 
posits of the state banks 60 per cent. in 
excess of the national banks. The total re- 
sources of the state banks were $38,468,- 
264,964 and of the national banks 
$24,662,286,000, showing the resources 
of the state banks 55 per cent. in excess 
of the national banks. 

“Since June 30, 1919, the capital, sur- 
plus and undivided profits of the state 
banks increased $2,331,727,089, and the 
capital, surplus and undivided profits 
of the national banks increased $991, 
180,000. The deposits of state banks 
have increased $9,337,023,603 and the 
national banks $3,319,482,000. On 
June 30, 1919, there were 21,028 state 
banks in this country with total re- 
sources of $25,965,675,836. On April 
6, 1925, there were 21,122 state banks 
with total resources of $36,679,000,000. 
On December 31, 1931, the number had 
decreased to 13,882, but the resources 
had continued to increase to $38,468, 
000,000. 

“On the same dates the national bank 
record was as follows: On June 30, 
1919, there were 7785 national banks 
with total resources of $20,799,000,000. 
On April 6, 1925, there were 8016 na’ 
tional banks with total resources of 
$23,832,000,000. On December 31, 
1931, the number of banks had de- 
creased to 6373 with total resources of 
$24,600,000,000. 

“Thus it will be seen that state banks 
on December 31 last had 50 per cent. 
more total resources than the national 
banks. Another interesting fact is that 
on December 31, 1931, the surplus alone 





THE BANKERS MAGAZINE 


565 


ee ETEEIEED EE EIIIEIE UIE ESESS SEER 


of state banks was greater than the 
capital and surplus combined of national 
banks, the figures being $3,030,422,391, 
the surplus of state banks, and $3,003,- 
000,000, the capital and surplus of na- 
tional banks.” 


These figures were not cited by the 
speaker for the purpose of making an 
unfavorable comparison between the two 
systems. On the contrary, he said: 


“We dislike to look at this question, 
or to study it, with any prejudice either 
for or against national control or state 
control. The fact of the matter is that 
this country has been brought up to its 
present standing by a wonderful dual 
system of banking, each of which has 
performed an equally important service 
and has an equally important place in 
the financial development of this coun- 
try. Undoubtedly it does pique those 
in favor of Federal control of banks to 
see the continued growth and prosperity 
of our state banking institutions. When 
over two-thirds of our banking institu- 
tions are outside of the Federal Reserve 
System and when, notwithstanding this 
fact, 40 per cent. of all of our Federal 
Reserve resources are contributed by 
state banks and trust companies, and 
their membership is voluntary, we have 
an indication of just how the people re- 
gard this idea of the ‘unification’ of our 
banking systems. This state of affairs 
doesn’t just happen, it is the natural 
outgrowth of advantages enjoyed by 
state banks and trust companies.” 


But there is one point that should not 
be omitted from this discussion, for it is 
of great importance. Reference is made 
to the considerably better record for 
safety made by the national banks. This 
has been due to the uniform and better 
laws, generally speaking, and the iden- 
tical system of inspection under which 
the national banks operate. Unless the 
state banks are willing to be subjected to 
criticism on this score, they must insist 
that in those states where the laws relat- 
ing to banking are imperfect and the 


methods of inspection unsatisfactory, 
improvements shall be made in these re- 
spects. While absolute uniformity in 
banking laws and in methods of examina- 
tion may be impracticable under the di- 
verse laws of forty-eight states, it ought 
to be possible to approximate this ideal. 
If banks are to continue under a dual 
system differences between the two 
classes of banks on the score of safety, 
where they now exist, should gradually 
be removed. 


SLIGHT DECLINE IN COM- 
MODITY INDEX IN 
NOVEMBER 


A SMALL DECLINE carried the Annalist 
weekly index of wholesale commodity prices 
down to 87.9 on November 29, with a loss 
of 0.2 points for the week. The monthly 
average for November fell to 88.4 from 
91.0 in October, establishing a new post-war 
low for the monthly figures. The weekly 
index, however, is still 0.6 points above the 
post-war low of 87.3 established for the 
weekly figures on June 14. 

The Annalist weekly of wholesale com- 
modity prices, unadjusted for seasonal varia- 
tion, with 1913 as a base of 100, compares 
as follows: 

Nov. 29 Nov. 22 Nov. 15 

1932 1932 1932 
Farm products 68.1 68.3 69.3 
Food products 95.4 96.3 96.8 
Textile products ..... *70.4 +70.9 $71.9 
MEE Grass ieee ibis 130.6 130.1 130.1 
Metals 95.1 95.3 9F.3 
Building materials ...106.5 106.5 106.5 
Chemicals 95.3 95.3 
Miscellaneous 73.8: Ta3 
All commodities 88.1 88.8 


The Annalist weekly index of wholesale 
commodity prices, unadjusted for seasonal 
variation, with 1913 as a base of 100, com- 
pares as follows: 

Oct. 

1932 
72.7 
96.9 
+76.3 
128.2 
96.8 
106.2 
95.3 
78.4 
91.0 


Nov. 
1931 
89.1 
110.0 
84.6 
131.3 
100.0 
111.4 
96.8 
89.1 
102.0 


Farm products 

Food products 

Textile products 

Fuels 

Metals 

Building materials... .106.5 
Chemicals 95.3 
Miscellaneous 73.3 
All commodities 88.4 
+Revised. 


* Provisional. 





Observations of an Outsider 


A number of years ago we published as a monthly feature of THE BANKERs 


MaGazZiINE a special section edited by an “outsider.” 


We have persuaded “Out- 


sider” to resume his observations on banking as we feel that they will prove both 
interesting and helpful to our readers as being expressive of the layman's point of 


view towards his bank. 


“Outsider” comes in contact with a great many banks 


and bankers but is himself a non-banker and represents the viewpoint of the 
average business man.—Editor. 


E frequently see in a bank 
window a sign indicating that 
certain foreign languages are 


spoken there. I suggest an addition to 
these signs. One reading “We Under- 
stand and Welcome Good Trade Ac- 
ceptances Here” might serve as a guide 
to a puzzled business public. Anyhow, 
my experience is that “some does and 
some doesn’t” and I can’t tell which 
until I get inside and dig around a bit. 
Wastes my time! 


* * 


No, I’m not always an adverse critic. 
I see lots of good things in the banks. 
Many an understanding banker, in these 
days of stress, has sent a business man 
out with an encouraging word that has 
prevented the latter from jumping off 


the bridge. 


I know a bank in which the head of 
the institution has the keenest apprecia- 
tion of the value of good-will. He’s a 
darn good banker, a keen judge of credit 
risks and has the ability to make even a 
turn-down constructive. People who 
reach him become boosters for him and 
for his bank—and he gives liberally of 
his time and talents. But he cannot see 
everyone, and he has one failing—he 
doesn’t take the time or trouble to see 
that every clerk in the place is imbued 
with his own ability to meet, greet and 
win the public. 


Heard a banker complain the other 
day that the public didn’t understand 
banking. Well, I've heard some fellers 
complain that the bankers didn’t under: 
stand the public. From my seat on the 
side lines my guess is that it’s about a 
50-50 break. 


Well, I see they've got Christmas Sav- 
ings Clubs, Tax Clubs and Vacation 
Clubs. Now if some bank will only get 
up a Club-to-Help-Pay-the-Cost-of-Car- 
rying-an-Account, we'll have a full as 
sortment of clubs. 


“No, Madam, that type of business is 
handled only at our branch at No. 11 
Umpty.Umph street. Go up there, turn 
to the left as you get in the door, then 
take a sharp right and ask for Clerk 
Number Twenty-Seven—and he'll tell 
you why we can’t do that kind of busi- 
ness anyway.” (From “Branch Banking 
Raised to the Nth Power,” by an Un- 
known Author.) 


* * * 


The business sharp says that it is the 
small business man who is leading the 


way out of the depression. Seems to 
me there’s a hint in this for the banks 
to play along with the little fellow, see 
what kind of stuff this new leadership 
is made of, and lend a’ hand wherever 
and whenever they can. Might even 
advertise a bit, for these small business 
men are great readers. 
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The “Sign-Off” in Operation 


Wherein the Community Readjusts Its Banking Structure 


By Ivan W. ELDER 


hopeless struggle of squeezing cash 

out of unliquid assets to meet de- 
posit withdrawals is a job that calls for 
full community co-operation. Through- 
out the country the lack of liquidation 
of bank loans during the past two years 
has left its mark. The low prices on 
agricultural products, plus inability to 
move goods to market, has meant an al- 
most total absence of that “new money” 
which bankers have come to look for- 
ward to every fall following the harvest. 

Country banking in agricultural dis’ 
tricts consists of one great annual stroke 
of the economic piston. In the fall bank 
deposits are built up to their peak, as the 
produce of the district is turned into 
cash. From that time on they are put 
to work and the total is steadily lowered. 
They are used, on the one hand, for 
living expenses during the winter, en- 
suing spring and summer, and on the 
other, for the various preparations 
needed to grow new crops. The deposit 
curve, drooping to its lowest point in 
mid-summer, is then turned sharply up- 
ward as the new crop reaches the mar- 
kets. 

Figures of the past two years will 
show that this piston has become ex- 
tremely sluggish as a result of below-cost 
prices. With the financial fruits of 
nature’s annual effort realized only in 
small part the mixture has become ex- 
ceedingly lean. 

This situation places before the coun- 
try bank a double-jointed problem of 
liquidation: (1) The constant dwindling 
of deposits month after month without 
any appreciable additions and, (2), the 
disappearance of deposits due to paying 
off loans and retiring credit not only in 
the community itself but as a reflection 
of a country-wide movement to discharge 
debt obligations. 


Rivretes the local bank from its 


Let it be stated here by way of paren- 
thesis that this gradual attrition of de- 
posits has no necessary relation to the 
public’s suspicion of banks and conse- 
quent hoarding. The type of with- 
drawals here discussed are occuring even 
in districts where there is no question of 
full confidence in the bank management. 

Now, what is a bank to do in meeting 
such a decline in deposits? How will it 
cope with the community's inability to 
exchange its output of wealth for sufh- 
cient money to defray costs? It is caught 
in a kind of one-way traffic that is dis- 
concerting. In line with the best bank- 
ing practice, banks in agricultural dis- 
tricts have sought to place their assets in 
varying types of investments, ranging 
from those of high liquidity and instant 
convertibility down to mortgage liens on 
fixed properties and ending with the 
bank’s own investment in its one-purpose 
bank building. This gradation in asset 
liquidity exists in all banks and con- 
stitutes probably the best known test of 
banking judgment. The question of 
how much of each type may be safely 
held by a bank must be answered by 
each banker’s own interpretation of his 
community's financial habits and pro- 
ductiveness. The sound banker is ever 
aware of the factor of seasonal deposit 
fluctuation. He sees to it that the 
transient portion of his deposits, which 
are sure to leave the bank during the 
interim between harvests are kept in a 
state of high availability. He keeps his 
aggregate of less liquid investments 
safely below this deadline of seasonal 
variation. 

A bank adhering close to such a policy 
of investment is not immediately troubled 
by the failure to realize on the annual 
harvest. It has various alternatives— 
temporarily. The institution may en- 
croach on its cash reserves, it can call in 
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some of its liquid loans and cash Gov- 
ernment bonds in order to meet demands 
for funds. But when this deposit con- 
sumption proceeds apace, without re- 
plenishment, the bank sooner or later 
enters the zone of less liquid assets. 
Their values at maturity may be un- 
questioned, but he finds that their pres- 
ent cash value, in emergency, is dis- 
tressingly below book figures. 

At this particular stage of deposit 
withdrawal the Reconstruction Finance 
Corporation has been helpful in easing 
the burden. Through its operations 
banks have been able to cash their bonds 
and mortgages without throwing them 
at the feet of indifferent investors at 
sacrifice prices. However, because of 
the quality and extra amount of col- 
lateral that must be put up for these ad- 
vances, there comes a time, if borrowing 
continues, when the bank finds itself 
with deposit liabilities in excess of free 
assets. 

The soundness of a bank is not im- 
proved by any loan from the Reconstruc- 
tion Finance Corporation or any other 
borrowing source, that is clear. These 
advances are not in replacement of assets 
which have suffered in value and from 
no standpoint should they be.  Ulti- 
mately the bank finds itself in a position 
where no consolation is to be had from 
available Government or other lending 
agencies. 

When a bank is in such a predicament 
is it not the better part of valor for the 
banker to put the situation up to his local 
community? This group of persons is 
most intimately concerned over the con- 
tinued existence of the bank. What will 
be their response to a proposal to co- 
operate in restoring their institution to 
soundness—to a status of practical sol- 
vency? The answer would seem to 
come with considerable definiteness from 
the recent experiences of a number of 
banks in the Pacific Northwest which 
have found it necessary to ask for de- 
positor support. 

The key to the plan utilized is the as- 
signment or “signing-off”’ of a certain 
percentage of the deposits. Each de- 
positor is asked to assume his fair and 
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just proportion of shrinkage in assets, 
In actual values he gives up nothing he 
didn’t have before. His claim on all the 
assets remains. What actually happens 
is that each depositor is allotted only his 
proper share of available resources, 
rather than retaining a title to a larger 
but partly fictitious book claim that can 
be satisfied only by seizing possession of 
the funds ahead of other depositors, some 
of whom must inevitably be left holding 
the sack. 

The point comes up: Why should it 
be necessary to turn a bank over to the 
state or national banking authorities, 
with all the depressing consequences of 
such an act, in order to assure an equi 
table distribution to all depositors? Isn't 
it just possible that the depositors them- 
selves, if rightly appealed to, will pre- 
fer to accept a self-imposed basis of de- 
posit adjustment—and keep their bank? 

In a corporate financial reorganization 
the bondholder is induced to exchange 
his first lien on income for some sec: 
ondary claim or for stock entitled to 
earnings only if realized. Likewise, in 
the plan utilized recently in various 
Pacific Northwest communities, the de- 
positor agrees to transform a portion of 
his demand claim into a deferred obliga- 
tion. For example, if it has been de- 
termined that a certain bank can be made 
solvent by writing off 50 per cent. of the 
deposits, the depositor simply authorizes 
the bank to charge his account with that 
fraction and the bank uses the credit 
thus obtained to charge off all assets 
which, at least for the time being, are 
“non-bankable.” These latter assets are 
placed either with a holding company 
or in trust, where their liquidation is 
diligently carried on in the interests of 
the depositors. 

A prerequisite to success of such a 
program is continued community con- 
fidence in the bank’s management. If 
the consensus is that those in control have 
been doing their best against overpower’ 
ing economic conditions they will, re 
ceive support. If there is general belief 
that the management has deliberately 
courted misfortune by lax practices sup 
port may fail. The reason for this needs 
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no amplification. It is largely a matter 
of the Golden Rule as applied to the 
business of banking. Here, as elsewhere, 
the reaping is mainly in proportion to 
the sowing. 

Out of a number of recent bank res- 
cues accomplished under this plan, let us 
select one and follow through the pro- 
cedure. The novelty of the achievement 
lies not in the mere matter of writing 
down the deposits: that is not original. 
The crux of success lies in the procedure 
—in the handling of the human element. 

This is a bank with deposits of around 
$350,000, located in a town of around 
1000 people, the center of a small sec- 
tion almost exclusively agricultural. Its 
capital and more had been wiped out by 
shrinkage in value of assets. 

Its first step is to engage the services 
of an independent expert with long ex- 
perience in appraising the various kinds 
and types of bank paper. He is charged 
with finding the actual value back of all 
assets as a fundamental base line from 
which to proceed. And in this plan of 
cleaning up a bank it is absolutely es- 
sential that the process go the whole dis- 
tance—no valuations must be taken for 
granted. A large “sign-off” is no more 
dificult than a smaller one, so far as de- 
positors’ willingness to co-operate is con- 
cerned. Moreover, the bank has the sat- 
isfaction of knowing that it has placed 
itself in a solvent condition. In this in- 
stance it was found that, following the 
expert’s report on asset values, a reduc- 
tion of 60 per cent. in deposits was re- 
quired. 

The next problem is to inform the 
public of this decision and win its sup- 
port. Because the carrying out of the 
plan takes considerable time a week-end 
is chosen for the work. The future de- 
pends on what the public does between 
Saturday noon and Monday morning. 
Prior to closing time on Saturday the 
following steps are complete: 

1. Assets of the bank have been ac- 
curately valued and the percentage of 
sign-off determined. 

2. All depositors with their deposits 
have been listed on individual cards. 

3. A separate list of the key men 
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of the community, with their deposits, 
has been drawn up. 

Promptly at the close of the week’s 
business the bank’s board of directors 
meets and passes a certain resolution. 
This, in substance, turns the assets of the 
bank over to the depositors, an assign- 
ment to creditors, as it were, whereby 
the stockholders are put in the favorable 
light of having made the first sacrifice. 
This resolution has coupled with this -the 
added provision that the bank will be 
turned over to the banking authorities on 
Monday morning unless certain arrange- 
ments are agreed to. 

The next step is to summon the pre- 
viously selected key men of the com- 
munity, those who will be most interested 
in keeping the bank in operation and 
therefore presumably willing to make a 
substantial sacrifice to that end. In ses- 
sion, they are addressed by the inde- 
pendent expert who had been called in. 
He points out that it is necessary to 
write down the assets in order to keep 
the bank in operation and that this will 
require a reduction in the deposit lia- 
bility. This group, quick to grasp. the 
import of the situation and fully aware 
of what failure would mean to their 
businesses, is readily won over and 
necessary agreements are signed to give 
up 60 per cent. of their deposits. The 
co-operation of this group is an essential 
preliminary for they must be depended 
on in the subsequent work of winning 
over the balance of the depositors. 

This completed, mass meetings of the 
rank and file of depositors are called. In 
an atmosphere strongly reminiscent of the 
old-time revival meeting, the depositors 
respond with their favorable signatures, 
while the hours turn to darkness and the 
night wears on. To speed the process 
they simply sign a receipt calling for 60 
per cent. of their balances which is used 
as a charge slip against their accounts. 

After this first contact with depositors 
steps must be taken at once to communi- 
cate with numerous other depositors who 
were not present. For this work teams 
are organized consisting of the so-called 
key depositors. These, in twos, proceed 
on a visitation tour just like any group 
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of solicitors raising funds for some com- 
munity enterprise. Each has its packet 
of cards listing depositors and balances 
and results are reported to headquarters. 

The approach of Monday morning 
finds depositors with over 90 per cent. 
of the deposits voting in favor of the 
step and the bank is off to a successful 
start. It is in position to pay off the 
remaining 40 per cent. of deposits at 
once. While no withdrawals take place 
in this instance, nevertheless it is deemed 
important to show a convincingly liquid 
position in order’ to forestall any unex- 
pected developments. 

Now, what are the arguments which 
win the depositors’ consent to this drastic 
write-off of deposits? It will be seen 
that they are both forceful and unan- 
swerable. 

1. If the bank is taken over by the 
liquidating authorities ninety days must 
elapse before any money is received by 
depositors. Sometime later a small in- 
itial dividend is forthcoming, depending 
on the ravages made by preferred claim- 
ants. 

2. By continuing the bank in opera- 
tion the amount made available is prob- 
ably greater than would be produced 
through forced liquidation since assets are 
based on accurate appraisals and free of 
all liquidating expenses. 

3. By continuing in operation, de- 
positors retain a substantial amount of 
their deposits in continuous circulation, 
to the great benefit of local business and 
employment. 

4. By continuing in operation inter- 
est and principal of loans are more 
readily collectible, and good borrowers 
continue to be served, thus also aiding 
the business of the community. 

5. By continuing in operation the 
community maintains its morale and feel- 
ing of confidence and also retains the in- 
stitution for service to the locality. 

Willingness of depositors to give up 
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a substantial part of their depcsits to 
keep the bank going again proves a fact, 
frequently observed in recent months, 
that the public’s apparent willingness to 
attack its bank is not due primarily to 
the fear that they may lose a portion of 
their deposit. Rather they become 
alarmed because they think their more 
alert neighbor, by getting in line earlier, 
may get all his money while they will 
get nothing. Assured that everyone will 
be treated alike, they are willing to agree 
to any program that has merit and has 
the earmarks of success. 

With a sound program and reasonable 
popular respect for the bank’s manage- 
ment it is not difficult to convince the 
community that continuance of 
stitution is worth a sacrifice. 


the in- 


HIGH LEVEL HELD BY BANKING 
CREDIT 


In banking, as in other businesses, the gains 
of early autumn lost momentum in Novem: 
ber, says the December monthly review of 


business and credit published by the Federal 
Reserve Bank of New York. A large part of 
the earlier improvement was held, however, 
the review adds. 

The gain in gold through imports and 
releases from earmark continued, the review 
says, but at a less rapid rate until the latter 


part of the month. Return of currency 
from hoarding was less rapid than in the pre- 
ceding three months and currency movements 
were largely dominated by seasonal. influ 
ences. As a consequence the amount of 
bank, reserves, after rising substantially from 
the latter part of July to the end of October, 
showed little change in November. The 
volume of member-bank credit also was 
maintained at a level close to that of late 
October. 

A compilation of third-quarter earnings of 
300 industrial and mercantile concerns, pre’ 
pared by the Federal Reserve bank, shows 
that the operations of these companies from 
July to September resulted in an aggregate 
deficit of $23,900,000. This was the first 
quarterly period of the depression, the Re 
serve bank says, in which expenses and 
fixed charges exceeded gross earnings. 





The Need for Bank Earnings 


Banks Must Be Made More Profitable if They Are to Be Made 
Safer 


By JoHN J. ANTON 
Vice-President, First National Bank of Chicago 


ODAY we have but two basic 
Toure for our profits: first, inter- 

est on our loans and investments, 
and second, service charges. Income 
from loans is practically self-regulated 
by prevailing average discount rates; 
however, some increase in revenue can 
be derived from this source by applying 
a minimum charge of, say, 50 cents or 
$1 on small loans. While on_ this 
subject of a minimum charge, let me 
ask what is the cost to your bank of 
placing a loan on your books, the 
proper record of loans, the cost of 
looking after the collateral, the.cost of 
insurance against theft of customers’ 
collateral? Surely these are items of 
expense not to be overlooked, and 
would seem to justify a minimum 
charge or service charge on small loans 
—and we all have them. 

Item number two is service charges. 
This item to my mind offers a definite 
and promising result if we will but 
apply ourselves to a fixed program 
of making all bank services pay their 
way. 

I will not discuss the logic or sound- 
ness of the principle of service charges. 
This has already been accepted as a 
recognized standard of banking. I 
frankly say to any banker not follow- 
ing the practice of making charges on 
small and unprofitable accounts, that 
he is neglecting a responsibility to him- 
self and to his stockholders; he is the 
exception to the rule; he is sadly in 
the minority. No defense is necessary 
for service charges; they are founded 
on a sound and basic principle. What 
I have to say on the subject of these 


From a recent address before Illinois 
bankers, 


charges is rather to urge banks to 
establish charges that are not alone 
“stop loss charges,” as they have become 
commonly known, but which will in 
addition provide for a profit on every 
item of service, instead of just enough 
to bear the expense. 

Most of us are now making service 
charges. I venture the statement that 
not one bank has had any great difh- 
culty in convincing customers of the 
soundness or logic of making these 
charges. So far as I know, every 
bank adopting these has been gratified 
with the results and the response from 
depositors and non-depositors requiring 
bank facilities. Let us now build 
further; let us provide adequate services, 
but, at the same time, make certain 
that every service is rendered at a 
profit. 

The metered service charge has been, 
I believe, the most popular and the 
most accurate plan for charging the 
small but active checking account. This 
plan is also a self-regulating analysis 
of the small account and, regardless 
of the activity, you can depend upon 
having a self-sustaining and profitable 
account. Larger accounts should be 
anlayzed and charges made when re- 
sults show a loss. We have too often 
been weak-kneed in the matter of 
carrying unprofitable accounts. What 
would we think of the wisdom or 
even the credit of a customer who 
admitted that many of his accounts 
were carried at a loss? Beyond ques- 
tion, thousands of checking accounts are 
being carried at a loss, with the banker 
in some cases even paying interest on 
the unprofitable accounts. 

Activity of accounts is the stumbling 
block for many bankers who are trying 
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to increase their profits. They apply 
service charges which are based on 
minimum balances but which fail io 
charge for activity. The number of 
employes required and the operating 
expense in a commercial bank naturally 
vary with the number of transactions 
(deposits and withdrawals) per month 
per $1000 of deposits. If a bank’s 
checking accounts are all high quality, 
the number of transactions is relatively 
low. Surveys indicate that the number 
of transactions per $1000 of commercial 
department balances varies from as low 
as 5 to as high as 87 per month, or a 
spread of about 1700 per cent. Is your 
bank getting paid for excess activity? 
The amount of activity will determine 
in a measure the number of your 
employes. 

In an analysis covering a number 
of communities, 34 per cent. of the 
checking accounts averaged $7.08 
apiece; 49 per cent. averaged $14.82; 
75 per cent. averaged $41. Three 
fourths of the accounts were below 
$50. Take 100 accounts with an 
average balance of $25, set up a 
reserve of 15 per cent. and at 6 per 
cent. the bank will only make $128 
on the loanable balance. One need not 
go into higher mathematics to know 
how far $128 will go in serving 100 
accounts for a whole year. The bank 
must provide part of the time of a 
teller and a bookkeeper, checks, state- 
ments, pass books, depreciation of book- 
keeping machinery, rent, light, taxes, 
overhead and salaries. Those who have 
figured costs carefully estimate that 
these accounts will reveal a net loss 
of $6 each per year. 

In a recent article in the American 
Bankers Association Journal, a Wis- 
consin banker described a systematic 
effort to reduce the number of his 
unprofitable checking accounts. In three 
years he cut the number down one-half 
and then, to use his own words, he 
“tried to determine the amount actually 
saved by losing an account,” and he 
estimates that every unprofitable account 
he lost saved him $8.75 a year. The 
amount he saved by eliminating the 
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unprofitable accounts and through serv- 
ice charges was equal to 3 per cent. 
on his capital stock. His bank is 
located in a town of 556 people and 
he has deposits of $260,000. 

There are cases where banks have 
earned from 2 to 19 per cent. on their 
capital by recourse to the service charge 
alone. One thousand dollars in service 
charges collected annually is the equiva- 
lent of putting $66,000 in new business 
on the books of the bank at a net 
profit of 1/2 per cent.; $6000 in service 
charges annually is the equivalent of 
adding $400,000 in new business and 
netting 1/2 per cent. thereon. 

A well-known bank consultant has 
recently collected some interesting fig- 
ures in this connection: 

In one bank with total deposits of 
approximately $4,000,000, capital, sur- 
plus, and undivided profits of $400,000, 
and net earnings of $33,000, it was 
found that 75 per cent. of the net 
earnings, or about $25,000, was attrib- 
utable directly to the invested capital, 
and by-product departments earned 15 
per cent., or nearly $5000. The earn- 
ings in the savings department were 
$12,000 and the commercial department 
lost about $9000. In other words, less 
than 10 per cent. of this bank's net 
revenue was earned by its banking 
business—the commercial and _ savings 
departments. 

Surveys covering hundreds of banks 
of all kinds and sizes, and tens of 
thousands of checking accounts, show 
that in the absence of activity and 
service charges, about seven out of every 
ten accounts result in a loss to the 
bank; one just about pays its costs, 
and less than two are profitable. A flat 
service charge isn’t always enough. The 
cost depends on activity. One $50 
account writes four checks, another 
twenty checks. The charge should take 
activity into consideration. 

In one bank the average loss on 
all accounts with less than $1000 in 
balances was over $7.50 each annually. 
On accounts over $1000, which repre’ 
sented only 10 per cent. of the accounts 
in number, the annual net profit on 














each was something over $80. This 
profit was just enough to offset the 
losses and leave a slight net profit on 
the bank’s commercial banking opera- 
tions. 

Even though a checking account has 
no activity, the banker should remember 
that a certain balance is essential to 
cover the expense of carrying the 
account on the books. In one bank, 
for example, it was estimated that an 
inactive balance of more than $75 
would be required to cover this general 
expense. 


CHECKING ACCOUNTS PURELY A SERVICE 


A checking account can reasonably 
be considered purely a bookkeeping 
service or a convenience for the 
depositor. You receive his deposits; 
you clear his checks deposited; you 
provide him with checks with which 
to meet his bills, and at the end of 
the month you render a statement of 
credits and disbursements. If his 
balance is inadequate, a charge to make 
up for the balance deficiency would 
seem logically in order. When this 
line of reasoning is properly presented, 
little difficulty will be experienced in 
obtaining its acceptance by the public. 

How often have we persuaded our- 
selves that the prospect of future profits 
or the development of good will would 
in some way make up for the losses 
we have sustained in unprofitable ac- 
counts? I contend that good will can 
be inspired with equal success by mak- 
ing a just charge and giving prompt 
and intelligent service. 

Charges can also be made on the 
small and yet active savings account. 
Perhaps a metered plan should be 
worked out for former checking cus- 
tomers who now use their savings 
accounts as though they were checking 
accounts. With the present low re- 
turns on safe investments, interest 
should be eliminated on the small sav- 
ings account. A charge should be 
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made for cashing checks and for 
furnishing cashier's checks to non- 
depositors, and to depositors where 
balances are not compensating. 

Must we provide safe deposit facili- 
ties at cost or less than cost, supply 
free checks—often with the customer's 
name imprinted—furnish free legal 
advice, free investment service, and 
almost free trust service? Must we 
give customers immediate use, without 
charge, of funds represented by checks 
on other banks not yet collected, better 
known as float? When you cash or 
give immediate credit on out-of-town 
checks, it is in effect loaning the amount 
of the check for the number of days 
necessary to collect it without interest. 
The time required may extend any- 
where from two days to ten days, 
depending upon where the check is 
payable. Very often, in addition, 
out-of-town checks involve cost of ex- 
change and this cost on non-par items 
must be paid either by your bank or 
by your correspondent. 

Banks in neighboring states are ad- 
vanced in meeting this float problem. 
Charges are made at 5 per cent. or 
6 per cent. for the time outstanding, 
and, for simplicity purposes, the Federal 
Reserve availability schedule is applied. 
As an example, on a $1000 check 
requiring two days to collect, you would 
charge 25 cents; on a four-day item, 
50 cents, and so on, with a minimum 
charge of 5 or 10 cents on small items. 

There are other services too numer- 
ous to mention on which a charge can 
be levied. Schedules can be prepared 
to fit the problem of each county or 
city on a basis of mutual accord and 
agreement. I commend this idea for 
consideration and action. If we will 
persist in this effort, I have a pro- 
found faith that we shall accomplish 
a logical correction of a great problem, 
the future progress of banking will be 
assured and the results of good man- 
agement will be immeasurably great. 




















































































































































































month of the fiscal year Novem- 

ber 30 with a deficit of $751,311,- 
442, as compared with an excess of ex- 
penditures over receipts of $858,743,174 
on the same date last year. 

Strict economy measures during the 
period reduced the expenditures by 
$240,000,000 to $1,432,205,593, but re- 
ceipts of $680,894,151 fell off $132,- 
794,900, due to the decrease in income 
tax returns and customs receipts. These 
were only partly offset by gains in mis- 
cellaneous internal revenue resulting 
from new manufacturers’ excise tax and 
a stamp tax written into the 1932 rev- 
enue act. 

The gross public debt on Nov. 30 
amounted to $20,806,013,836, a de- 
crease of $6,000,000 during November 
but an increase of $3,496,000,000 in 
twelve months. Since July 1 the debt 
has risen $1,319,000,000. 


"T= Government ended the fifth 


INCOME TAXES DECREASE 


Income taxes for the five months 
amounted to $202,480,542, a decrease 
of $155,434,000 from the corresponding 
period last year. The new income tax 
rates apply to incomes of the calendar 
year 1932 and will not be filed until 
March 15, so the effect of these increases 
will not be felt until that time. The 
Treasury originally estimated $178,000,- 
000 additional individual tax and $41,- 
000,000 corporation tax during the cur- 
rent fiscal year, but those figures will not 
be reached. 

Miscellaneous internal revenue for the 
five months totaled $314,320,195 and 
was $83,588,000 higher than last year. 
For November, miscellaneous internal 
revenue amounted to $66,585,026, com- 
pared with $78,007,192 for October, 
$72,743,648 for September, $54,557,746 
for August and $42,426,582 for July. 
Customs receipts totaled $117,722,- 


Treasury Deficit Totals $751,311,442 


232, a decrease of $53,118,000 from the 
first five months of last year. Miscel- 
laneous receipts showed slight declines 
from last year. Panama Canal tolls 
were $8,008,812, a drop of about $1, 
900,000. 

General expenditures, where the 
actual savings in government operation 
figured, amounted to $977,919,895 for 
the five months, a reduction of $189,- 
000,000. The postal deficit was $45,- 
078,597, a decrease of about $40,000, 
000. Interest charges of $232,023,237 
were $36,300,000 higher. Refunds of 
customs receipts amounted to $7,269,- 
850, a reduction of $3,000,000 and 
refunds of internal revenue receipts 
$28,637,925, a reduction of $6,000,000. 

To the agricultural marketing fund 
was credited $6,678,949 against a debit 
of $92,586,403 last year. A total of 
$100,000,000 was placed in the adjusted 
service certificate fund in the five 
months, a net gain. 

There was an excess of. receipts or 
credits under trust funds amounting to 
$5,499,453, as compared with $2,080, 
104 last year. 

During the five months the Treasury 
issued $3,854,304,589 in new securities 
and made retirements of $2,535,293,- 
197. Net loans paid out for the Recon- 
struction Finance Corporation amounted 
to $400,674,076 in the five months. The 
Treasury did large consolidation opera- 
tions, having retired certificates and pro- 
vided new money with $2,053,161,000 
in notes. 

Treasury bills were issued in the 
amount of $1,190,161,000. The only 
important retirements were $1,166,086,’ 
000 in bills and $1,273,107,850 in cer- 
tificates. The outstanding interest- 


bearing debt at the end of November 
was $20,476,034,190. There was $51, 
989,470 of the public debt on which 
interest has ceased. 








Bankers and Engineers Can Restore 
Our Former Prosperity 


By Macnus BjJoRNDAL 
Consulting Engineer 


Although the suggestions contained in this article could hardly be followed either 
by the commercial banks or investment houses, it is believed they deal with a 
situation worthy of careful study.—Editor. 


depression the world’s best minds 

have united in a never-ceasing 
effort to solve the problems of recovery, 
but so far no definite solution is in 
sight. Thousands of remedies and cures 
have been proposed and some have 
been tried, but without much success. 

If one studies the writings and say- 
ings of the so-called legitimate econo- 
mists one is astonished at the lack of 
agreement in their theories and reme- 
dies. It seems that almost every 
economist has his own theory as to 
the solution of the present debacle. Up 
to the present no single universally 
accepted program of recovery has come 
forth from the economists. History 
also shows with considerable clarity 
that the severity of business depressions 
has in no way been alleviated since the 
rise of what is today called economic 
science. It is, therefore, futile, to 
expect any relief from that direction 
for the present. 

It goes without saying, however, that 
no one is satisfied with conditions as 
they are today. To find a satisfactory 
way out of the trouble is the hope 
of every thinking, intelligent person 
and to that purpose the present lines 
are dedicated. 


D se the three long years of 


DEFECTS OF OUR PRESENT SYSTEM 


What is wrong with our present 


system? To answer this question 
economists have wasted millions of 
words. Hardly two like diagnoses can 
be found, and yet every one must 


admit that a correct diagnosis is the 


first step towards recovery. The deeper 
one studies the present “science” of 
economics the more one arrives at the 
conclusion that its various theories are 
based upon the personal opinions of 
the writers. It has been impossible 
so far to find one single theory which 
has been proved experimentally to be 
correct. As personal opinions have 
nothing to do with science, it seems it 
would be better to rename this branch 
of learning until a real science applying 
approved scientific methods can be 
developed. 

The best diagnosis issued is strangely 
enough not published by economists. 
It is entitled: “The Balancing of 
Economic Forces” and was published 
in the June, 1932 issue of Mechanical 
Engineering. This diagnosis of the 
present situation is the report of a 
committee of engineers under the 
auspices of the American Engineering 
Council and characteristic of its authors 
it goes straight to the heart of the 
trouble. Still, even this report is the 
result of the personal opinion of its 
several writers, guided by references 
to a few prominent economists. Some 
of its recommendations are therefore 
open to criticism and only one seems 
to be universally acceptable, this being 
the theory of investment of savings. 


THE INVESTMENT OF SAVINGS 


Many prominent economists, both 
here and in Europe, agree that the 
problem of properly investing the 
surplus savings of a nation are of the 
most serious importance. It is so 
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serious in fact that it overshadows the 
many other factors in the economic 
equation. It seems so all-important 
that by its proper regulation depres- 
sions can, to a large extent, be miti- 
gated. To be fully effective, however, 
this regulation should be freely and 
intelligently applied by the investment 
bankers of the nation and not be 
brought about by legislative means. 

Says the above-mentioned report: 
““The typical business cycle is char- 
acterized by a failure of purchasing 
power to keep in balance with produc- 
tion. 

A classical theory asserts that pur- 
dea sing power normally keeps in 
balance with production. 

A classical theory asserts that pur- 
chasing power normally keeps in balance 
with production, being in its nature 
complementary thereto and consequent 
upon it. Under an ideal condition 
where business enterprise is neither 
expanding nor contracting, but is regu- 
larly paying out all it receives—and 
under which condition all individuals, 
governments, and the like do the same 
thing—the theory holds. In this ideal 
state a manufacturing firm making 
$100,000 worth of goods per month 
would pay out the same total amount 
per month for materials, wages, salaries, 
services, interest, dividends, taxes, 
maintenance, replacement of worn 
equipment, and the like; and every 
individual and organization to which 
a payment was made would likewise 
disburse the sum received. Thus the 
entire $100,000 remains in the general 
pool of purchasing power. Under 
these circumstances goods produced are 
purchased by the earnings of the pro- 
cesses of production. 

“Two well-known authorities, Foster 
and Catchings, call attention to the 
fact that this is not the normal course 
of business, because both individuals 

*Mechanical Engineering, June 1932, 
Progress report made Feb. 5, 1932, to the 
American Engineering Council by its Com- 
mittee on the Relation of Consumption, 
Production and Distribution. 


and business enterprises find it neces 
sary to lay by funds for future ase. 
This act of saving, for a time at least, 
withdraws funds from purchasing power 
and thus makes it impossible for society 
as a whole to buy all the goods pro 
duced. Savings are necessary, however, 
although they tend on the whole to 
prevent the purchase of all the goods 
produced. This is their celebrated 
‘paradox of thrift.” 

“A well-known English economist, 
J. Maynard Keynes,’ resolves the para- 
dox. He shows that the normal way 
in which savings are returned to pur- 
chasing power is through the act of 
investment. By investment is meant 
new investment. What most distinctly 
is not meant is that A should buy old 
stock certificates from B, in which case 
the stock shifts from B to A and the 
money from A to B. Under this con- 
dition the prcblem of getting this money 
to buy goods. still remains. If, on the 
other hand, the savings or moneys are 
used in new buildings, factories, homes, 
utilities, and other wealth-producing 
activities, purchasing power is increased, 
and hence a tendency to maintain a 
balance between production and pur- 
chasing power is established. 

“As an example it is probable that 
the general purchasing power of the 
country was maintained during the 
comparatively prosperous years from 
1922-26 by the rapid flow of millions 
of dollars of savings into the expanding 
automobile and other industries. Sav- 
ings were not held out of purchasing 
power to any appreciable extent during 
that period, and thus purchasing power 
kept step with production. 

“Keynes's full statement is that 
when the rate of investment exceeds 
the rate of saving, business improves 
and prices rise: when the rate of sav 
ings exceeds the rate of investment, 
business recedes and prices fall.” 


Now, from the above it is clear that 
what is needed is new industries, new 


avenues of investment for the’ surplus 


*See his book “Money.” 
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savings creating new employment and 
increasing buying power. It is evident 
that to try to spread work, as is now 
widely recommended, is putting the 
cart before the horse, when what is 
required is more work. Probably the 
greatest single remedy for the present 
condition is to be found in this line 
of approach. It is an established fact 
that new industries have always been 
the forerunners of better times in the 
past. It is all very simple and it is 
something to which even the man in 
the street will agree. 

The question is now, how can new 
industries be created? By intuition or 
by simple necessity it seems that every 
person, of a more or less technical and 
inventive inclination, has been notified 
of the necessity for new inventions 
right at the beginning of the depression, 
for never has inventive activity been 
more vibrant. Wéith increased activity 
come new ideas, and it is safe to say 
that never before were so many poten- 
tially valuable inventions available. 
When many really good inventions lie 


dormant and unproductive it is mostly 
due to lack of capital and capable 
technical advice. 

Now, here is where the banker comes 
in. He has the necessary capital avail- 


able, but he is on the other hand 
entirely incapable of selecting the good 
inventions from the many poorer ones, 
as in most cases only one out of ten 
inventions is worth promoting. To 
intelligently select the worthy projects 
the banker must of necessity procure 
the most expert engineering advice. 
Engineers are only human and _ not 
every one is fitted for such work, as the 
requirements are very high. The 
banker’s problem of obtaining satis- 
factory technical advice is therefore a 
dificult one. If ill advised the well- 
meaning banker will soon burn his 
fingers and will pull on a shell of con- 
servatism which no new ideas can 
Pierce. It is, therefore, extremely im- 
portant that an undertaking of this 
kind be given the proper guidance from 
the start. 


ei itd 


OPPORTUNITIES FOR INVESTMENT OF 
CAPITAL 


That there are ample opportunities 
for bankers to work wonders with the 
present situation can be attested by the 
author’s own experience. Of the many 
new inventions which have come to his 
attention and which were capable of 
creating new industrial activity can be 
mentioned, as an example, a new wiring 
device which seems destined to revolu- 
tionize the electric wiring of homes. 
If this device were put on the market 
immediately it would create an enor- 
mous amount of economic activity 
throughout the nation. It would go 
into every one of the twenty million 
wired homes in this country and would 
make possible the wiring at low cost of 
an additional five million homes. Its 
nature is such that it will automatically 
carry other electric households articles 
in its wake. It is almost safe to say 
that as a result there could be sold 
perhaps an additional twenty million 
electric clocks, twenty million electric 
lamps, and at least ten million of 
various other electric appliances which 
are not sold at present because the 
necessary wiring is not installed or 
suitable. What a boost this would be 
to industry and employment! Would 
it be worth while trying? 

Another recent invention which fills 
a distinct need is a new type of busi- 
ness machine which has a_ potential 
market of at least 500,000 per year in 
the United States alone. This machine 
will not replace any present equipment 
and will not create any technological 
unemployment and the need for it is 
so great that it will be sold on sight. 
No doubt there are many such inven- 
tions which lie dormant due to lack 
of capital for promotion. All that is 
required is that capital and inventor 
meet and come to terms. It is not at 
all necessary every time to found a 
new concern. In most cases the wide- 
awake banker who grabbed such an 
opportunity could offer the new product 
and the necessary financing to a suit- 
able local concern and thus help re- 
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vitalize his own customers, first of all, 
then create new customers. 


A PROPOSED PROGRAM 


The following is a simple outline 
of a program which if taken up by 
bankers all over the country would 
soon materially help to restore pros- 
perity and stabilize business in the 
future: 

(1) Every bank should have at least 
one consulting engineer of the following 
specification : 

(a) Age: 33 to 55. 

(b) Education: Graduate electrical 
and mechanical engineer (or chemical 
for chemical industry) with at least 
two or three years of postgraduate 
study in science and engineering, busi- 
ness, etc. 

(c) Experience: Before college one 
to two years practical experience in 
machine shop and other departments 
of manufacturing plant. After college 
several years design, testing, develop- 
ment and _ production in various 
branches of industry. Finally a few 
years experience as chief engineer of 
manufacturing plant having charge of 
development, design, research, etc. On 
top of this he should have himself 
invented and patented practical develop- 
ments and should be thoroughly con- 
versant with patent office practice, be- 
sides being familiar with advertising, 
distribution and sale of manufactured 
products. 

(2) A certain percentage of all sav- 
ings invested with the banks should 
be applied in the fields of new indus- 
tries properly selected. This percentage 
to be calculated and changed from time 
to time in accordance with general busi- 
ness conditions. 

(3) The new industries thus created 
to be under the guidance of the bank's 
technical and commercial advisers until 
they are properly stabilized and settled. 

(4) The technical advisers to make 


it their business to be at all times 
informed on all possible new products 
suitable for the industries in which 
the several banks are interested. 

(5) Scientific and product research 
to be furthered to the extent agreeable 
with sound business principles. 

There is no doubt that if American 
bankers would enter upon a definite 
program as outlined above they would 
do their country and themselves a great 
and remunerative service. 


PRESS COMMENT ON THE DEBT 
NOTES 


“SOUND APPROACH TO PUBLIC” 
From The Age-Herald (Dem.), Birmingham 


This note is avowedly an effort to reach 
the mind and heart of the American public. 
This is a sound approach. It is scarcely 
arguable that the nationalist attitude taken by 
Congress is the result of misunderstanding 
pervading the great body of our people. 

The American love for candor and the 
American capacity for catching a point must 
respond to such a petition. 


“CONGRESS HAS MADE UP MIND” 
From The Chronicle (Ind. Rep.), 


San Francisco 


Whatever President Hoover may recom- 
mend now, or President Roosevelt may pro- 
pose later, Congress has made up its mind, 
and its answer is, “No.” 

Most American economists agree that the 
British analysis is correct, but no American 
Congressman will learn that by mere eco- 
nomic argument. He may believe if, if it 
actually happens—and if he thinks his con- 
stituents know it, too. 


SUCCEEDED IN “APPEAL TO PEOPLE” 
From The Herald (Rep.), Boston 


It is a notably comprehensive, forthright 
and persuasive document, which Americans 
who have hitherto neglected to study the in- 
volved question of reparations, war debts and 
economic implications would do well to read 
in its entirety. If London intended to “go 
over Washington's head” and appeal directly 
to the American people, it has, we believe, 
succeeded, whatever Congress in its wisdom 
may do. 
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On the Air with the Banks 


How Financial Institutions Can Get the Maximum Benefits from 
Radio Advertising 


By L. DouGLAs MEREDITH 
Assistant Professor of Economics, University of Vermont 


November issue of THE BANKERS 

MAGAZINE that radio broadcast 
advertising commends itself to the use of 
financial institutions. This conclusion, 
however, does not indicate that financial 
institutions may indiscriminately resort 
to the use of time on the air, and expect 
pleasing and satisfactory results. On 
the other hand, broadcast advertising 
produces results only when used with 
utmost discrimination in the selection of 
stations, preparation of programs, corre- 
lation with other media, and well-organ- 
ized follow-up. It is, therefore, the pur- 
pose of this discussion to examine the 
fundamental principles conducive to the 
desired results in broadcast advertising. 


[xe conclusion was reached in the 


DEFINITIONS 


Certain quasi-technical terms fre- 
quently appear in radio literature and 
the speech of radio advertising men. 
All persons contemplating use of this 
medium should possess familiarity with 
these terms, and, before proceeding to 
consideration of the principles underly- 
ing successful broadcasting, brief state- 
ments descriptive of each will be pre- 
sented. “Circulation,” as used in radio 
advertising, designates in a particular 
territory the number of families owning 
radio receiving sets. “Commercial credit” 
or “sales continuity” refers to that part 
of the program which is definitely de- 
signed to sell. It comprises the words 
and messages of the announcer which 
words associate the program with the 
product or institution and stress their 
strong points; it is the “‘sales talk” of the 
program. There are two general types 
of programs: sponsored and sustaining. 
The first of these terms describes those 


programs provided by a commercial 
enterprise which pays the station for the 
time used and also provides the talent; 
the second term refers to those programs 
provided by the station in order to “sus- 
tain” the program by preventing vacant 
hours or periods. Sustaining programs 
bear no evidences of commercialism 
such as the sales talks found in the com- 
mercial programs. “Electrical transcrip- 
tion” is the process by which broadcast 
programs are enacted before the micro- 
phone and recorded for later reproduc- 
tion over various stations. 


ESSENTIALS OF BROADCAST PROGRAMS 


Those financial institutions which use 
broadcast advertising have found it pro- 
ductive of results, because they have 
sought first of all to provide programs 
which would attract attention and de- 
velop a following of listeners. Any 
financial institution, large or small, to 
derive the greatest advantages from this 
medium, must strive to present the best 
programs possible within the limitations 
of available talent and the radio adver- 
tising budget. Consequently, the suc- 
cess of radio advertising efforts depends 
upon the program offered, which fact 
warrants an examination of the funda- 
mentals of broadcast programs produc- 
tive of results. 

The first point to be retained upper- 
most in mind throughout the planning of 
a program is that an institution, business 
or product, is judged not entirely by 
what it says in the nature of “commer- 
cial credits,” but also by the type of 
numbers appearing on its programs. The 
average commercial program consists of 
about four-fifths entertainment and one- 
fifth sales talk. People listen to pro- 
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grams primarily because they seek enter- 
tainment or desire information, and gen- 
erally not because they desire to listen 
to the “commercial credit.” It becomes 
the primary duty of the individual plan- 
ning the program to attract the atten- 
tion of listeners and arouse their interest 
in the entertainment. Whether or not 
attention is attracted and _ interest 
aroused and retained in the program 
determines whether or not the listeners 
will be on hand to hear the “commercial 
credits” when they are presented. 

The program must in every instance 
be the best which the financial institu- 
tion can provide, and unless a program 
of high standards is available, in all like- 
lihood the bank will retain good-will and 
prevent creation of ill-will by not ap- 
pearing on the air. The atmosphere of 
the program must measure up to the 
nature of the product or institution 
being advertised. This does not mean 
that a bank must limit itself to a staid 
formality on the air which lulls to sleep 
the few patient listeners who will fol- 
low such a program. It means, on the 
other hand, that when a bank provides 
a dramatic program, a humorous pro- 
gram, a musical program, or talk, each 
must be of the highest grade attainable 
in the community. The financial institu- 
tions of a community symbolize strength, 
prestige, skill, and high standards of 
business conduct. Surely a program of 
inferior quality with which the name of 
a business symbolizing such attributes is 
associated can hardly produce satisfac- 
tory results. Electrical transcription, 
which has been used by many local and 
by some national advertisers, in its pres- 
ent state of development is not accorded 
general public favor. Consequently, 
along with ordinary phonograph records, 
it is a type of program which financial 
institutions may well avoid for the time 
being, at least. 

Radio programs do not result from 
guesswork or haphazard arrangement of 
a few musical numbers interspersed 
with “commercial credits.” Programs 
most productive of results grow out of 
careful planning just as other advertising 
is carefully planned, the granting of 
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heed to fundamentals of psycho! 

and careful consideration of comments 
received and results obtained. Planning 
of a program is greatly facilitated by 
keeping in mind the successive steps of 
an advertisement: to attract attention, 
arouse interest, create desire, develop 
conviction, and produce action. A wide 
variety of methods may be used to at- 
tract attention to the program, but after 
that, interest can be developed only by 
the program itself. Programs must be 


planned well in advance in order to 
permit careful arrangement and also to 
enable publicity in behalf of the pro- 
gram, and attention should be called to 
the institution’s periodic appearance on 
the air by brief notices in much, if not 
all, of its other advertising. 


ADAPTATION TO THE AUDIENCE 

A number of instances have been ex- 
amined in which individual financial in- 
stitutions or groups have resorted to the 
use of radio advertising. Many of these 
programs have been characterized to a 
great extent by preachments—dry dis- 
courses replete with wisdom but unat- 
tractive to the average listener. The in- 
dividuals who have arranged these 
programs have failed to take into con- 
sideration the necessity of adapting the 
program to the audience which will 
listen to such a program begin and then 
will tune away from it as soon as the 
discourse commences. Executives of 
financial institutions may wish to con’ 
duct radio programs which they sponsor 
on the level which they consider highest, 
but that gives no warrant for ignoring, 
while establishing such levels, the funda- 
mentals which have made advertising 
over national hook-ups so successful. 
These programs make no attempt to 
dictate to the public what it needs or 
what it wishes in the nature of com: 
modities, but provides a program which 
appeals to the public, and which pro’ 
vides enjoyable entertainment. Occa’ 
sional “commercial credits” injected into 
the program associate its pleasurable 
aspects with the sponsor and his prod- 
ucts, especially emphasizing the salient 
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points of each. Pepsodent increased 
sales not by retaining the nation’s lead- 
ing dentists and physicians to discourse 
upon proper care of the teeth, but by 
giving the public opportunity to listen 
to two of the nation’s highest paid radio 
comedians; Lucky Strike marshals many 
of the finest dance orchestras of the 
land; and so on through a long list of 
programs with which most persons are 
familiar. The representative financial 
institution operating in a restricted com- 
munity cannot retain the nation’s lead- 
ing dance orchestras, but it can provide, 
over the air, programs which will inter- 
est the audience, and the public then 
associates the name of the sponsoring 
institution with the pleasing program. 
PROGRAM FEATURES 

A wide variety of programs has been 
presented in those instances observed but 
the features of each of these programs 
generally fall into one or more of the 
following classifications: 


Talks on: 
Investments 
Savings 
Trusts 
Life Insurance Trusts 
Safe Deposit 
Custodian Accounts 
Travel Facilities 
General Economic Conditions 
Special Occasions 
Historical Topics 
Music: 
Orchestras 
Jazz 
Symphony 
Vocal and Instrumental Solos 
Dramatics: 
Plays 
Dialogues 
Monologues 
Debates 


It appears that financial institutions 
have tended to emphasize the speech on 
their programs, and thus far this has 
not been an especially desirable practice. 
Music has been the basis for successful 
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radio programs in the past, and many 
financial institutions have recognized 
this fact. Symphony orchestras have 
been presented in Sunday afternoon con- 
certs, and the only “commercial credit” 
has been a brief statement that “This 
program comes to you through the cour- 
tesy of” the particular institution. Dance 
orchestras have been featured in similar 
manner on appropriate occasions. 
Utilization of music as the basis for at- 
tracting attention and developing inter- 
est has been carried to such a great 
extent that “the spoken word and 
featured personality” have recently been 
accorded more attention than formerly. 
The success of one of the larger bond 
houses in mixing in a program both 
music and a lecture on investments indi- 
cates that, though music may be an en- 
trée to the arena of favored reception, it 
is by no means the sole method by which 
a program may gain favor. Addresses 
over the radio must cease their preach- 
ments when sponsored by financial in- 
stitutions and present information which 
will interest and benefit the listener. 
When a man listens to a tirade upon his 
careless methods of caring for his money, 
he is not likely to develop a feeling of 
friendliness toward the institution whose 
representative rebukes him. On_ the 
other hand, a short, concise talk on how 
to prepare a budget, with special em- 
phasis given by the speaker to the ease 
of managing finances on a budget basis 
and to the pleasures derived therefrom, 
possesses much greater potentialities for 
the production of good-will toward the 
sponsoring institution. 


THE “COMMERCIAL CREDIT” 


The entertaining and __ instructive 
features of the program comprise that 
portion which generally proves of great- 
est interest to the audience whereas the 
sponsor is probably most interested, from 
his own point of view, in the “commer: 
cial credit.” The sponsor’s interest in 
the program is limited to the attraction 
of attention and retention of interest of 
the listener until that party has heard 
the “commercial credit.” The interest 
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of the sponsor in the “commercial credit” 
leads him to seék to present a “credit” 
which will “sell” to listeners the institu- 
tion and its products which have been 
associated with the particular program. 
Many sponsors tend to feel that they 
must impose the “commercial credits” 
on their audiences, but there are no 
reasons why people will not listen to 
and enjoy reasonable and attractively- 
prepared “credits” just as readily as 
they read advertisements in the daily 
papers. The “commercial credit” of 
greatest value to the sponsor is the open- 
ing announcement because at this time 
the audience is in a receptive and 
anticipatory frame of mind. The spon- 
sor seeks a situation of just this kind 
for his “commercial credit” but he must 
remember, at the same time, that the 
patience of his audience is short-lived 
and fickle. The prime essential of a 
“commercial credit” is that it be brief 
and interjected not too frequently. The 
audience which listens in is interested 
primarily in the program, does not want 
to be interrupted every few moments to 
listen to a “credit,” and appreciates such 
consideration. The public recognizes, as 
pointed out in the previous article, that 
advertising makes possible the programs 
which it receives and does not object to 
a modicum of “commercial credits,” but 
repetition of the “credit” detracts 
greatly from the value of a program 
otherwise highly productive of results 
and may even produce a considerable 
amount of ill-will. A few words care- 
fully chosen and delivered at relatively 
infrequent intervals will accomplish 
vastly more than frequent and profuse 
outbursts of oratory. Three items merit 
emphasis in the “commercial credit”: 

1. The sponsorship of the program; 

2. The repetition of a catch phrase 
or statement which identifies the pro- 
gram, is constantly associated with the 
institution, and emphasizes the sponsor- 
ship; 

3. And brief, terse mention of the 
salient features of the product and of 
the institution. 

The larger stations have forbidden, 
down to the present time, quotation of 


prices in the “commercial credit” be- 
cause it has been found that statement 
of prices of commodities has frequently 
produced undesirable results. A tend- 
ency toward approval of the statement 
of prices over the larger stations becomes 
manifest slowly, but the peculiar nature 
of the products offered for sale by finan- 
cial institutions and the positions which 
they occupy in their respective com- 
munities tend to render highly advisable 
the exclusion of such practice from the 
“commercial credit.” 


CO-ORDINATION WITH OTHER MEDIA 


Radio broadcast advertising is not a 
substitution for newspaper, direct-mail, 
or any other form of advertising, but 
comprises an adjunct to practically all 
advertising media of high repute. Broad- 
cast advertising requires the co-opera- 
tion of other media on the institution's 
program in order to produce greatest 
results, and at the same time, is capable 
of augmenting the results of these co- 
operating media. This indicates that a 
definite tie-up or co-ordination must 
prevail. Inquiries may result from the 
radio program for booklets offered over 
the air or for information of some other 
kind. The follow-up used may pave the 
way for further contact between the 
institution and the individual, and may 
ultimately lead to a visit from the cus- 
tomer or else warrant a call by a sales 
representative or officer of the institu- 
tion. Many broadcast advertisers make 
it a rule to answer all radio mail, and 
financial institutions might well adopt 
this practice. Of course, the amount of 
mail received when broadcasting over a 
local station will undoubtedly be smaller 
in proportion than that received by sta- 
tions in the national networks, but care 
of radio mail comprises an integral part 
of the procedure of advertising by 
broadcast. It gives opportunity for 
further contact between the sponsor and 
members of his audience and that is 
what he seeks most. An unfavorable 
comment concerning the program may, 
by the exercise of tact, be converted into 
a friendly relationship between the bank 
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and the person making the comment, 
which friendly relationship may ulti- 
mately produce sales. 


CONCLUSION 


Radio advertising has passed the ex- 
perimental stage for many businesses, as 
pointed out above, and if it has not yet 
done so for financial institutions, it at 
least appears ready to emerge. This 
does not mean that every financial in- 
stitution must include an allotment for 
radio broadcast advertising in its mer- 
chandising budget. It indicates, how- 
ever, that the medium may be carefully 
considered and its potentialities ex- 
amined with reference to each particular 
institution. The preceding discussions 
do not assume that the executive of the 
financial house must rely upon his own 
efforts to present a program productive 
of results, for the agencies are rapidly 
becoming skilled in this type of work. 
The material presented in this series of 
papers has been designed to enable the 
executive who finds it necessary to su- 
pervise the arrangement of a program, to 
have a better comprehension of the prob- 
lems encountered and knowledge of the 
fundamentals to be pursued. He may 
thus be better qualified to appraise the 
program prepared by an agency, or may 
contribute valuable ideas to other mem- 
bers of the institution’s staff who at- 
tempt to arrange such a program. Radio 
broadcast advertising is producing highly 
desirable results for many financial in- 
stitutions, and despite the many im- 
measurable aspects of this medium, it 
commends itself to the consideration of 
executives who seek to develop well- 
balanced merchandising programs for 
their institutions. Furthermore, it com- 
prises a field of merchandising endeavor 
especially challenging to research, and 
every institution undertaking to utilize 
this medium might well prepare an 
analysis of results and expenses in order 
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to expedite its development which pres- 
ently is replete with potentialities of 
productivity. 


PRESS COMMENT ON THE DEBT 
NOTES 


FOR REVIVING DEBT COMMISSION 
From The World Telegram, New York 


Because full debt payment would deepen 
American and world depression, in which we 
would lose more than we would collect, and 
because in the funding settlements we un- 
justly discriminated against Great Britain, 
our best customer, by granting her only a 20 
per cent. reduction compared with the 80 per 
cent. cut afforded Italy for example, Congress 
should revive the Debt Commission to con- 
sider Great Britain’s plea. But the Debt 
Commission should be instructed to negotiate 
only if the debtor is willing to discuss specific 
joint armament reduction. 


SEES NO HOPE IN CONGRESS 
From The Evening Post, New York 


The British note on the war debt is a 
statement of the case just about as any sen- 
sible and informed American would make it. 
The history of the debts is fairly told, the 
difficulty of payment is not overdrawn, the 
injury to us is not exaggerated. The whole 
is said to be phrased in simple language, 
rather than in the terms of diplomacy or 
finance, so that the American people may 
understand it. This is rather a forlorn hope. 
Congress, the only power that can bring relief, 
.eceives the notes with a: universal, stereo- 
yped comment beginning “my attitude is un- 
changed.” 


FARMERS’ VIEW IS CITED 
From The Star, Kansas City 


The farmers inquire why especial con- 
sideration should be given to foreign nations 
that are in distress to meet payments unless 
consideration also is given to the farmers who 
are in distress. 

It is a legitimate question. The answer 
ought to be that while we are reviewing the 
foreign debt settlements we also are propos- 
ing a definite and effective program on farm 
relief. 

There can be no question under the circum- 
stances that Britain is entitled to greater con- 
sideration than the others. 





Opposes Pressing War Debt Payment 


National City Bank Says Forcing Issue Now Would Injure Expoit 
Sales of Country 


the war-debts question has added to 

the confusion of the economic situa- 
tion, the National City Bank in its cur- 
rent bulletin says the real reason for a 
conference on the debt subject at this 
time is not to permit the debtors to ex- 
plain the hardships that payment would 
impose upon their people, but to con- 
sider the part the international debt pay- 
ments have played in the breakdown of 
world trade and the influence which they 
will have, if continued, in prolonging the 
depression. 

By forcing the issue at this time, the 
bank says, this country will make it more 
difficult to sell its products abroad. The 
fall of the pound sterling, brought about 
by apprehension of premature resump- 
tion of the war-debts payments, has the 
effect of depressing the price level in all 
countries that have their currencies 
linked to sterling and, since prices of 
United States commodities abroad affect 
prices here, the final effect of depressing 
these currencies is to drag down all com- 
modity prices to a lower level. Above 
everything else, the bank says, this 
should be averted. 

Remarking that the agreement on 
reparations reached at Lausanne was 
conditioned upon subsequent negotia- 
tions with the United States, the bank 
says that unquestionably it is to the in- 
terest of the United States, as of ‘all 
other countries in the world, that the 
fruits of the Lausanne Conference should 
be preserved. 


Pie vara out that the revival of 


EFFECT OF STERLING ON PRICES 


“The markets have given prompt evi- 
dence of the depressing effects of the de- 
cline in sterling upon prices,” the bank 
says. “About the first of the month the 
fall in commodity prices which had been 
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under way since early September, ap- 
peared to come to a halt, with indica- 
tions of greater firmness in many of the 
important staples, including wheat, cot- 
ton, hogs and the non-ferrous metals. 
However, the improvement was quickly 
checked. 

“The trend of the major commodities 
since the middle of the month has been 
downward. New lows have been made 
by wheat, cattle, silver and cocoa; and 
others which have dropped back to the 
lowest levels since early summer include 
cotton, silk, wool, rubber, sugar and tin. 
The gains of the feed grains and hogs 
proved brief ones. This softening of 
prices is plainly associated with the ex- 
change disturbance and the unsettlement 
of confidence and illustrates what has 
been said as to the effects of the situation. 

“There is a factor bullish on farm 
prices which in the circumstances has 
received virtually no attention. It has 
been believed for some time that Russia 
would not be exporting to the world 
markets in disturbing quantities next 
year, and now this is made certain by 
the admission of the Soviet government 
that a serious food shortage exists. 

“The Moscow correspondent of The 
New York Times describes the situation 
in the following terms: 

““Two-thirds of the Soviet popula: 
tion will be lucky if it gets more than 
bread, potatoes and cabbage this winter 
as a regular diet, with fish three times a 
week, say, and meat perhaps once a 
week. And that in quantities below the 
people’s wants and probably below their 
needs. Thére is no famine or actual 
starvation, nor is there likely to be. 
And, for the most part, all will share 
alike in the various localities, but it is a 
gloomy picture, and as far as the writer 
can see, there is small sign or hope of 
improvement in the near future.’ ” 
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Costs of Small Loan Department 


Some Points Which Every Bank Should Consider in Determining 
the Value of Small Loans as a Contributor to Profits 


By HowarD WRIGHT HAINES 


ORE banks have entered the 
field of small loans. Institu- 


tions that have been in the field 
for some time are not carrying as large 
amounts as formerly due to the fact that 
small borrowers hesitate to obligate 
themselves in periods of business depres- 
sion except for necessities or emergen- 
cies. Small loan managers are also com- 
pelled to restrict volume when reserves 
are low, and to decline much larger 
numbers when incomes are not stable. 


of mass finance, it would be well to de- 
fine the type of personal lcan to be con- 
sidered. Although a few banks are 
considering an attempt to loan on cars, 
furniture, diamonds and other personal 
effects, still the personal loan that has 
stood the test and is best suited to the 
standards of commercial banking, is the 
note of a worthy individual, guaranteed 
by at least two other persons of the same 
rating. In 1929 such loans would aver- 
age $251 each; in 1930, $256, and in- 


“Looking over all small loan departments now operating in 
banks, volume in the last twelve months has declined from $150,- 


000,000 to approximately $50,000,000 in loans. 


Less than 7 per 


cent. of banks operating these special departments are advertising 


for new business. 


Whether this is due to the fact that profits 


are too small, that the bank finds its reserves impaired, or to lack 
of faith on the part of the banks’ small loan managers is not 


definitely determined.” 


Delinquencies have increased from 31/4 
per cent. in 1931 to more than 4 per 
cent. in 1932, which is remarkable and 
speaks well for the safety of personal 
loans, but also contributes to the cost 
of collecting. With fewer applications, 
larger numbers declined and greater costs 
in collecting, it is time to make a close 
study of how expenses may be reduced. 

Assuming that the average commer- 
cial bank is unable to increase the dis- 
count on this type of loan much above 
8 per cent., there may be truth in a 
recent writer's comment that personal 
loans are a specialty and cannot be 
profitably made in the average commer- 
cial bank. 

Before going more deeply into costs 


This is the second of a series of articles 
tracing the evolution of personal loans in 
commercial banks. 


creasing to $260 in 1931, to fall 
abruptly to $226 in 1932. Loans are to 
be repaid in ten or twelve monthly in- 
stallments. Briefly then, it is time paper 
secured by character and income. 

By far the greatest proportion of de- 
ferred payment loans in small loan de- 
partments of banks consist of this class 
of note. They are made to the bank’s 
customers, but also to strangers. When 
a stranger comes into the industrial loan 
department seeking a loan, he must be 
received courteously. First, we inquire 
as to his reason for obtaining money. 
While he explains his problem, we are 
taking a few more moments to form an 
opinion of this gentleman. By this time, 
we decide whether we can consider a 
loan to him. If not, we mention briefly 
the conditions of our plan which would 
make him ineligible for a loan. 


585 





586 


Under present conditions, sixty ap- 
plicants out of a hundred will impress 
us favorably; will show a reasonable 
motive for seeking a loan and will be 
asked to make out an application, show- 
ing occupation, obligations, references, 
as well as statements for co-makers, who 
may also be strangers to the bank. Then, 
we take a few more moments to glance 
over the applicant’s statements to be 
sure terms and payments are fully 
understood. Finally the prospective 
borrower is asked to call back in three 
or four days. 

During that time, it is necessary to 
obtain credit reports on the applicant 
and his two proposed endorsers. More 
than 50 per cent. of small loan depart- 
ments have taken membership in credit 
bureaus and report that the service 
offers a cross-check, by which may be 
procured the applicant’s past record, as 
well as any loans and obligations not 
reported in his statement. The minority 
maintains that membership in credit 
bureaus is not satisfactory because re- 


ports are frequently confused or not 


comprehensive. A number of large 
personal finance companies believe that 
direct investigation results in a later re- 
port that shows the applicant’s standing 
at the present time and not at some time 
in the past. It is further argued that 
when a maker of small loans depends 
upon credit bureau reports, such de- 
pendence has a tendency to retard and 
finally replace entirely direct reference 
calling, which is important in many 
cases. To belong to a bureau, but sup- 
plement all reports by direct calls, is 
perhaps the happy medium that should 
be adopted. 

Whatever plan of investigation is 
used, we must determine the direct or 
contingent liability of all three indi- 
viduals. The total of unpaid accounts 
must also be checked. 

Thus, in accepting ten applications in 
a day we must prepare, not ten, but 
thirty record cards and not one inquiry 
per person, but an average of five, or 
150 searches for the day. It is possible 
that the two co-makers on some of the 
ten notes can not come to the bank, so 
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we must send by mail a verification card 
to compare with their signatures on the 
note. It is safe to say ten applications 
will require 160 queries, entries or tele- 
phone calls. 

As credit men bankers are aware that 
ingenuity is soon developed in seeking 
out reliability and past history of ap- 
plicants. With a well organized depart- 
ment it is soon possible to handle ap- 
plications quickly, provided an attempt 
is made to boil down processes of ap- 
praising character and paying ability. 

Three of the ten applicants who 
looked good at the first interview will 
be declined after investigation, leaving 
seven loans to be closed. In the weed- 
ing-out process, in which banks formerly 
were able to approve from 64 per cent. 
to 85 per cent. of applicants, there is 
left today only 35 per cent. to 46 per 
cent. Thus, at the best, we have lost 
the costs of investigating 54 per cent. of 
total applicants. 

At any event, the loans we make are 
good if looked up carefully. And once 
on the books, there remains only one 
worry ahead—the process of collection 
and servicing. This would be inexpen- 
sive, provided everything worked auto- 
matically. What actually comes to pass 
is that, in spite of most careful credit- 
checking, we find our borrowers of wide 
variety and being affected constantly by 
conditions beyond their control. 

Small loan specialists tell us that as 
an average there will be about two 
worthless, foxy, or unscrupulous _bor- 
rowers, out of each 100 loans made. 
These must be handled carefully and 
with never-ending vigilance. 

Then, there will be approximately 
three out of the hundred who are ex- 
tremely honest individuals, but very easy 
going. They are always buying some- 
thing they shouldn’t, merely because it 
was offered on such attractive terms. 
They will call to see if they may miss 
their first payment, will need advice or 
prodding and will continually be in a 
financial tangle. 

Third, there are six or seven borrow 
ers per hundred who are of the highest 
type, but victims of unemployment, sick- 
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ness and other forms of unpredictable 
events. This class will not cause lack of 
sleep but require time for readjustment 
of payments and refinancing, from time 
to time. 

Happily, after all these bothersome 
borrowers are put together, there re- 
mains eighty-eight or eighty-nine bor- 
rowers, who will have their payments at 
the bank on the dot or even a day or 
two before they are due. They are the 
great mass of men and women who take 
pride in maintaining a high personal 
credit standing in good times or bad. 
Small or moderate income-makers, they 
borrow to improve their home, to assist 
in family financing. They take borrow- 
ing seriously and thus form the basis for 
the permanent success of personal loans. 

What marvelous reductions in costs 
would be possible if our note case could 
be filled out of this latter class! The 
thought must be our goal and the goal 
should assist toward that end, although 
the law of averages insists that we deal 
with all four classes. 

According to Robert B. Umberger, 
vice-president, Personal Loan & Savings 
Bank, Chicago, “It requires occasional 
letters, reminders, telephone calls, to 
approximately 20 per cent. of all ac- 
counts on the books, these notices and 
calls and letters being necessary not only 
with respect to the borrower, but with 
respect to co-makers who must be kept 
informed, and who assume the role of 
helpful collecting agents, to save loss to 
themselves.” 

Mr. Umberger goes on to say: “The 
cost per loan in a well managed repre- 
sentative personal loan company, exclu- 
sive of the cost of money, reserve for 
losses, taxes and contingencies, was 
$8.81. The cost of money was $4.00. 
The cost for service, therefore, was 
slightly over twice as much as that for 
money. And even though the losses are 
the wonder of its banking contempo- 
raries, the resultant profit of the institu- 
tion was just one cent on every dollar 
loaned.” 

Averaging the reports from more 
than sixty commercial banks we may 
divide the costs of handling small loans 
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into ten items, arranged according to 
importance: 


1. Salaries. 
2. Return interest and rebates. 
Losses. 
Investigation. 
Reserve for taxes. 
Advertising. 
Collection. 
Stationery and printing. 
Rent. 
10. Miscellaneous, light, telephone, etc. 


Taking each of these separately, the 
following figures are averages from 
banks having $50,000 or less in loans: 


1. Salaries. Trained small loan executive 
possessing tact and experience in judging and 
handling applicant. Assistants, under recent 
wage adjustments. $1.06 computed on each 


$100 loaned. 


2. Return Interest and Rebates. This 


refers to the practice of a number of banks 
that place the borrower's payments in a sav- 
ings account, allowing interest at the end of 
the term. Also it includes rebates on loans 
paid before the discount is fully earned. 
Average computed on each $100, $1.01. 

3. Losses. In spite of uncertainty in the 
minds of small loan specialists: arising from 
irregular employment of many _ borrowers, 
losses have to date averaged less than one- 
half of 1 per cent. . Many large institutions 
have incurred practically no losses during 
the past three years. The majority have set 
aside a reserve of one-half of 1 per cent., 
or 50 cents on each $100 loaned. 

4. Investigation. This year banks have 
reduced costs of checking by making a small 
percentage of new loans, but renewing good 
loans already on the books. Those few 
banks still advertising for new business have, 
in some instances, partly met the increased 
cost of declining larger numbers, by institut- 
ing an investigation fee of $1.50 to $2.00 to 
be paid by strangers on their first loan. 
This does not prove objectionable to most 
applicants. Average costs of investigation in 
all banks is 46 cents per $100. 


Listing all cost items on the basis of 
$100 loaned, we have: 


Salaries 

Return interest and rebates .... 
Losses 

Investigation 

Reserve for taxes 

Advertising 

Collection 

Stationery and printing 

Rent 

Miscellaneous 
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These costs do not include the cost of 
money, which varies in different institu- 
tions. Assuming the cost to be as low 
as 3 per cent. and adding it to the 
above, we are making 33 cents net on a 
$100 loan, provided we discount it 
$8.00 which appears to be the average. 

Happily for the continued success of 
small loan departments, costs are gradu- 
ally being lowered and additional profits 
are added by the assessment of fines 
where payments are missed. Pro rata 
cost is lowered where loans are made in 
volumes of $100,000 or more to $6.57, 
including cost of money at 3 per cent. 

A question has been raised by a 
limited number of small loan executives 
in banks as to whether it might be profit- 
able to make chattel loans on furniture, 
new cars and other personal effects in 
addition to co-signers. In order to 
understand the fallacy of this sugges- 
tion, we may obtain exact cost data on 
chattels, which is now a highly organ- 
ized and respected field of personal 
credit, being handled by personal finance 
companies under state supervision in 


twenty-five states, where the Uniform 
Small Loan Law has been enacted. This 
law sets the maximum rate on chattel 
loans at 31/4, per cent. per month on un- 


paid balances. Time and _ sentiment 
have proved conclusively that in han- 
dling chattel loans of small denomina- 
tions this rate is none too great to cover 
costs, losses and reasonable profit. 

Leslie Craig Harbison, president of 
the Household Finance Corporation, 
which conducted the experiment in New 
Jersey to determine the exact cost of 
chattel loans, tells us that balances on 
such loans in 1931 averaged $145. At 
present that company through 150 
branch offices loans to over 300,000 
families during a year. In 1931 the cost 
of making and collecting each loan per 
month was $2.40 on the $145 or $1.65 
per $100 a month, not including profit 
of 8/10ths of one per cent. a month, 
which brought the average charge to 
the customer to 2.45 per cent. a month. 

It is possible that personal loan de- 
partments in banks might make a few 


,chattels of the higher type than is 
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handled by the average personal finance 
company. However, to make a few 
such loans is of no value as the only 
success attainable in small loans depends 
upon building large volume. 

It is interesting to compare the aver- 
age costs on co-signer loans as made in 
banks with the costs of making chattel 
loans in well regulated personal finance 
companies. For example, Household 
furnishes the following facts regarding 
costs and profits in 1931: 


Overhead, salaries, rent and so on, 
averaged per month per account... 

Variable costs, such as bad debts, taxes, 
leakage and interest, is figured at 
0.62 per cent. per month on each 
dollar loaned. On the average loan 
of $145 this amounts to 

Net profits in 1931 was 0.80 per cent. 
a month on the average loan 


$1.50 


Total cost and profit per month on 
average loan 


The bank that may attempt to handle 
chattel loans would be compelled to 
maintain an outside man for collections 
and appraisals. This is an expense not 
necessary in comaker loans. To con 
sider a furniture loan it is not possible to 
take the applicant's own valuation of 
his household effects and household man- 
agement. An appraiser must call and 
place a valuation. It is difficult to see 
how banks may begin making chattels 
without a manager, an assistant, an out- 
side man and one girl for window and 
clerical work. Whether the bank is en- 
gaged in co-maker, chattel loans, or 
both, there is a limit to the number of 
loans one employe can handle. An efh- 
cient average for each employe is 300 
accounts. 

While endorsed notes may be col- 
lected through the aid of one or both of 
the guarantors, it is a much more expen- 
sive procedure to collect a loan on a 
car or furniture. This is especially true 
if the borrower changes address without 
notifying the bank. We have no en 
dorser to notify. The only recourse is 
to send out and locate the security, 
which. may be in another state. Skips 
are not frequent. Much more frequent 
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and demanding adjustment is unem- 
ployment and sickness, where the bor- 
rower, whose sole security is personal 
belongings, character and income. It is 
a question of carrying him through to 
shore, a procedure which is difficult to 
handle in most banks and trust com- 
panies, due to strict supervision of ex- 
aminers on past due paper. It decidedly 
is not possible for the average bank to 
try to develop volume in this field, due 
to costs which are much higher than 
banks care to charge. 

Looking over all small loan depart- 
ments now operating in banks, volume 
in the last twelve months has declined 
from $150,000,000 to approximately 
$50,000,000 in loans. Less than 7 per 


cent. of banks operating these special 
departments are advertising for new 
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business. Whether this is due to the 
fact that profits are too small, that the 
bank finds its reserves impaired, or to 
lack of faith on the part of the banks’ 
small loan managers is not definitely 
determined. Apparently it is a com- 
bination of these reasons. Small loans 
in themselves have proved their liquidity 
through depressions in the past. Very 
small losses have been reported and it 
therefore appears the faith of the bank- 
ing fraternity has been entirely justified 
in this type of loaning. 

Just what willbe the attitude of com- 
mercial bankers toward expanding small 
loans again when conditions improve? 
Have banks nierely stepped out of the 
personal loan game temporarily, or have 
they tried the field of personal credit 
and found it unsuited to the lobbies of 
commercial banks? 


Merchants Coffee House, New York, in 1784. 





New York Banks and the Bank 
Stock Market 


By JOHN F. Barry 
Of Hornblower & Weeks 


HE banking system today is as 
far ahead of that of 100 years 


ago as a modern railroad train is 
ahead of the ox-wagon as a means of 
transport, but there is still something 
radically wrong with a system that 
permits 10,000 banks to fail in eleven 
years—an average of over three for 
every working day—and as the history 
of past depressions shows that out of 
almost every one there comes some 
banking reform it is reasonable to 
expect that the present will be no 
exception. The history of American 
banking has been the story of con- 
tinuous struggle between blind infla- 
tionists and the protagonists of con- 
servative banking, and the evolution of 
a sound system has been slow and 
painful. There is danger just now that 
“banking reform” may become a politi- 
cal football and this is something to 
be jealously guarded against. 


BANKS ARE STRONG AND LIQUID 


We are emerging from the greatest 
economic readjustment of all time and 
it should be reassuring to the entire 
nation that the big New York banks— 
the corner stone of the financial struc- 
ture of the country—are so strong and 


liquid. It was not so at the end of 
any depression in the past, and the 
significance of it in hastening the return 
of normal business conditions cannot 


be overemphasized. The volume and 


liquidity of New York banking re- 
sources presage the most rapid eco- 
nomic recovery we have ever known. 
If these banks were weak and their 
assets frozen—as they were so often 


From an address before the Savings Bank 
Association of Maine. 


after other crises—the outlook for re- 
covery would be far different. 

The bankers of 100 years ago, or 
even 30 years ago, would be amazed 
at the size and strength of New 
York banks. They would have been 
unable to visualize a group of fifteen 
banks and trust companies with 
$1,406,554,000 of capital funds and 
$7,000,000,000 of deposits. These de- 
posits are four times greater than the 
combined deposits of all the national 
banks in the country in 1897. Nor 
could the bankers of other days have 
conceived of such liquidity as New 
York banks showed last June:— 
$3,600,000,000 in cash and U. S&S. 
Government securities, or a_ ratio 
equivalent to 52 per cent. of gross 
deposit liabilities. In 1907 the de- 
posits of all the national banks com- 
bined were $5,256,000,000 and the 
cash reserves only $701,000,000. The 
extraordinary growth of New York 
banking is indicated by the fact that 
in 1900 the combined capital funds 
of all clearing-house banks amounted 
to only $136,000,000—or one-half that 
of the Guaranty Trust Co. alone— 
and their deposits were $890,000,000, 
a figure today exceeded by three insti- 
tutions, Chase National Bank, National 
City Bank and Guaranty Trust Co. 


FIFTEEN PANICS IN 11U YEARS 


The economic history of the United 
States has been marked by fifteen 
distinct readjustments—crisis, panic and 
depression—and there is a remarkable 
similarity between them all. Out of 
almost every one there came some bank- 
ing reform. “Bad banking and a panic- 
breeding currency system” were among 
the underlying causes of each, coupled 
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with an orgy of speculation during 
which the machinery of production 
raced ahead of consumption capacity. 

Always when the readjustment had 
been completed and the stage set for 
the next onward sweep, when recovery 
was already under way, those who had 
been the most rampantly bullish in “the 
last instant of prosperity” before the 
crash were the most bearish at the end, 
and the most vocal of the economists 
were freely predicting that it would 
take the country ten to twenty years 
to get back to normal. It is the same 
today. Nothing has been said or 
written in the last three trying years 
that was not said before, again and 
again; we have always had defeatists 
who could see nothing but an end to 
our social order. “There can be no 
question that our social fabric no 
longer fits us,” they said after 1837; 
“the country has grown too fast and 
it will take twenty years to catch up,” 
the economists were saying in 1873. In 
June 1921—the month recovery actually 
began—a meeting of economists in New 
York was dominated by the economic 
seers who went on record that it would 
take the country ten years to get back 
to normal and that the bond and 
stock prices, and the bank stock prices, 
of the war period would never be seen 
again. What happened between 1921 
and 1929 is too recent to need re- 
counting. 

What we need now is to regain our 
national sense of proportion. A year 
or two hence it will seem incompre- 
hensible that we as a nation with a 
national income of over $55,000,000,- 
000 in 1931, a year of great business 
depression, and a normal income of some 
where between eighty and hundred 
billions of dollars should have been al- 
most scared to death this spring because 
of the threat against our gold standard 
on the part of a European nation whose 
entire national wealth is far less than 
our annual income in a normal year. 
We are coming out of this, the greatest 
economic crisis of all time, in such 
condition as would have seemed unbe- 
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lievable to the bankers and _ business 
men of other days; we have over 40 
per cent. of the gold of the world, 
are a creditor and not a debtor nation, 
the machinery of production, transpor- 
tation and distribution is in first-class 
condition, we have one of the largest 
homogeneous masses of people ever 
gathered together in the history of the 
world, with the highest standard of 
living, and yet there have been until 
quite recently defeatists and pessimists 
who said that we had seen our day, 
that our old social order was ended. 
The facts are that we are preparing 
to stage a comeback that will amaze the 
world, and are probably entering on the 
greatest, and most fruitful, era of 
progress we have known. 


ECONOMIC “STORMS” AND “‘HURRI- 
CANES” 


There have been fifteen periods of 
crisis, panic and depression, viz., 1814, 
1819, 1837, 1847, 1857, 1869, 1873, 
1884, 1890, 1893, 1903, 1907, 1914, 
1921 and 1929. All of these were 
major Or minor economic “storms” or 
“line squalls” except 1837, 1873 and 
the one we.-are now leaving behind. 
These three were “hurricanes.” There 
may in time be evolved some means of 
preventing or forestalling these crises, 
but until there is the presumption must 
be they are essential to progress in a 
rich and growing country, a reaction 
from the over-bullishness of a young 
and enthusiastic people with a taste 
for speculation. 


PANIC OF 1837 


The years. 1832-37 were years of 


great prosperity. The canal-building 
mania of the preceding decade had 
been succeeded as in England, by a 
railroad-building craze. The West was 
being opened up. Speculation in land 
was booming; in three years the sale 
of public lands purchased from the 
Government with inflated paper money 
had increased 400 per cent. The reduc: 
tion in the national debt between 1832 
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and 1835 had attracted foreign capital 
to American securities, and within five 
years the railroad mileage increased 
from 228 miles to 2302 miles. Immense 
sums of capital, for those times, were 
tied up in a permanent investment that 
could not possibly be expected to show 
a return because railroad construction 
was far ahead of the needs of the 
country at the time. There was equally 
rapid growth in the number of banks, 
the capitalization of which trebled in 
a few years, thereby providing facilities 
for greater speculation, and the stage 
was set for the panic which struck like 
a hurricane in 1837 and shook the 
financial foundations so severely that 
hope of recovery was almost universally 
abandoned. In a single day over 300 
firms failed in New York alone, there 
was a a run on all the banks and all— 
except the Chemical Bank, which thus 
won the name of “Old Bullion”—had 
to suspend specie payments. During 
1838 and 1839 there were continuing 
storms, though abating, but in 1840 the 
skies were blue again. Sixteen years 
of prosperity had blinded financial 
leaders to the danger of a recurrence of 
the chaos of 1819 and it is a notable 
fact that in 1837—as more recently 
in 1929—there were few who had 
vision to see the approaching storm, 
and the few who protested at the orgy 
of speculation, the mania for forming 
new banks, were not heeded. 

“It has been said that we are a 
people of extreme,” wrote Lightner 
forty years later. “In 1837 we reached 
the lowest ebb in our industrial life, 
yet coming out of this period we 
enjoyed the greatest activity and most 


abundant prosperity that we had ever 
known.” 


NO CLEARING-HOUSE BANK FAILED 


The economic crisis which convulsed 
Europe in 1847 was less severe in the 
United States, probably because the 
lesson of 1837-39 was still fresh in 
public memory. This crisis is histori- 
cally important because it led to the 
organization of the New York Clearing 


House Association in 1853. One of 
the most significant developments in our 
banking history. Forty years later a 
comptroller of the currency was able 
to say that: “in every great emergency 
which has confronted the country, 
threatening the public credit and fore- 
casting financial ruin, the clearing- 
house banks of New York have con- 
tributed by wise and timely action their 
full measure of relief.” The second 
clearing-house to be organized was in 
Boston in 1855; Philadelphia, Baltimore 
and Cleveland followed in 1858. Now 
there are clearing-houses in 400 cities. 
It is largely because of the sound bank- 
ing principles enforced by the New 
York Clearing House, and the strictness 
and thoroughness of their examinations, 
that the banking structure of New York 
is in its present state of impregnable 
strength. No New York clearing- 
house bank failed, or was. in serious 
danger, throughout the past three 
terrible years; no member bank has 
failed in 25 years,—and it is now an 
unwritten law that “no New York 
clearing-house bank would be allowed 
to fail.” The establishment of a 
National Clearing House Association, 
along the lines of the New York Asso- 
ciation, may be the answer to the prob- 
lem of bank failures in other parts of 
the country. 


PANIC OF 1857 BROUGHT NATIONAL 
BANK ACT 


During the period of increasing pros- 
perity preceding the panic of 1857 a 
great accumulation of capital had taken 


place. Foreign money poured into 
American investments; railroad mileage 
increased from 5996 miles to 28,789" 
miles in eleven years, and was again 
ahead of the country’s immediate needs 
though very far below the mileage that 
was to be developed later. Notwith- 
standing “the outward seeming of pros- 
perity” there existed underneath the 
virus of financial illness in the form of 
a bad banking system, and according 
to Gibbons “it was an overgrowth of 
banks and an overtoppling of credit 
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on this overgrowth” that caused the 
terrible panic of 1857. Out of it came 
the next great forward banking develop- 
ment, the establishment of the National 
Banking System. During the panic 
money rates went up 3 per cent., 4 per 
cent. and 5 per cent. a month, com- 
mercial business everywhere was practi- 
cally suspended, “the avalanche swept 
away merchants, moneyed corporations, 
manufacturing companies without dis- 
tinction.” Old houses, with accumu- 
lated capital, which had withstood the 
violence of previous panics, were pros- 
trated in a day. In the middle of 
October the suspension of specie pay- 
ments by New York and New England 
banks was the climax of the hurricane. 
It was the most extraordinary, violent 
and destructive financial panic in this 
country.” 
PANIC OF 1873 


The next major crisis was that of 
1873. An orgy of speculation by the 
public preceded it, new industrial 
enterprises of every description were 
undertaken and there was overproduc- 
tion. The temper of the bankers of 
those days is shown by the violent 
opposition to the banking reform pro- 
posals made by the New York Clearing 
House committee appointed to “devise 
means to prevent panics and the bad 
banking that leads to panics by the 
adoption of a few safeguards.” The 
old-line bankers considered the proposals 
objectionable because “the Clearing 
House has no right to interfere with 
the business of the banks, and such 
outside interference is an affront to 
the personal independence of the bank 
officials and a reflection on their ability 
and integrity.” Today an able staff 
of experienced examiners is constantly 
probing into the most intimate details 
of the operations of all New York 
member banks, large and small. 

The panic of 1873 started in Austria, 
spread like wildfire through Europe to 
London and then jumped the Atlantic 
to the United States. It started in 
New York with the failure of a rubber 
house on September 13. By September 
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20 there were runs on all the banks 
and the Stock Exchange closed for 
ten days. The clearing-house issued 
certificates to be used by the banks 
instead of currency in their settlements. 
Payment in specie was suspended by 
all banks, and manufacturing, banking, 
transportation were paralyzed. Money 
rates went sky-high, and another era 
of “Frenzied Finance” was ended. One 
of the underlying causes of the crash 
was too much railroad-building and too 
liberal a supply of bank credit. Thou 
sands of firms failed and the nation 
was sunk into the depths of despair. 
Some blamed the lowering of the tariff 
in 1872 which permitted a flood of 
cheap European goods to come in and 
swamped the already overladen craft 
of American overproduction. The re- 
adjustment took three years and by 
the end of 1876 the country was again 
moving toward the goal of “permanent 
prosperity.” 

The disaster had effected the country 
banks much more than those in New 
York, and at the next session of Con- 
gress no less than sixty bills were intro 
duced, each providing an_ infallible 
specific against a recurrence of the 
malady, but the greatest evil that de- 
veloped was the demand for the free 
coinage of silver, an issue that was to 
plague the nation for many years. 
What would the pessimists who see 
little hope of recovery now have 
thought of the chances back in 1876? 


PANIC OF 1907 


The decade following the recovery 
from the panic of 1873 was one of 


great and widespread prosperity. The 
steel and iron industries, banking, agri’ 
culture, the railroads were booming. 
Soon speculation in securities was again 
rampant, and there were banking 
excesses. The lesson of past panics 
was forgotten and it was to take 
another one—the panic of 1907—to 
shake the financial world out of its 
complacency and. pave the way for 
the ‘greatest development in the history 
of American banking—the establishment 
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of the Federal Reserve System. Super- 
fcially the panic of 1907 resembled 
those of 1873 and 1893 in that no ink- 
ling of impending disaster was in the 
public mind. Speculators were making 
paper fortunes in stocks and bonds, in 
commodities, real estate, bank stocks. 
Three years earlier, at the annual con- 
vention of the American Bankers Asso- 
ciation, it was pointed out that: “With 
$10,000,000,000 of deposits in banks 
and trust companies, due to not less than 
15,000,000 depositors, in order that 
conditions leading to panics and their 
paralyzing effect may be minimized, is 
it not the clear duty of our statesmen to 
perfect, as far as possible, conservative 
banking along sound lines?” Some of 
the suggestions seem obvious enough to 
us today, but 25 years ago they were 
considered quite radical. For instance: 
(1) No bank to be allowed to open 
without ample paid-in capital; (2) limi- 
tation of loans up to a certain amount 
of capital and surplus; (3) requirement 
of reserves against demand liabilities. 

The panic of 1921 was the first major 
crisis since the Civil War in which the 
New York Clearing House was not 
called upon to issue loan certificates, 
because under the working of the Fed- 
eral Reserve there was at no time a 
currency shortage. The same is true of 
the 1929-32 depression. Unlike any 
other crisis in the past the cheapest and 
most plentiful thing we have had has 
been money, and all that is needed now 
to start the wheels of industry turning 
madly again is to provide means for the 
free flow of this life-giving credit 
through our economic arteries. 


RECOVERY IN 1921 DOUBTED 


There are plenty of economic pessi- 
mists today who predict a slow and 
painful recovery from our present low 
level of production, but so they said at 
the end of every depression in the past. 
In July, 1921, when as we now know, 
recovery had already begun—and the 
greatest era of progress in our history 
was looming on the horizon—there were 
economists who could see no hope of 
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recovery for ten years, and when the 
stockmarkets began to show signs of life 
and gave the signal that recovery was 
coming, they pointed to the condition of 
business and trade and warned against 
premature optimism. To these “doubt- 
ing Thomases”. the Commercial and 
Financial Chronicle spoke editorially in 
July, 1921: “There is as yet no positive 
indication of a turn for the better in 
trade. But that should discourage no 
one. Things are certainly on the mend 
and such a complete stoppage of work 
as now prevails in certain leading in- 
dustries cannot long continue. That the 
business of a country with a population 
of 105,000,000 will remain permanently 
quiescent is unthinkable. And quite as 
surely is it.out of the question to assume 
such a thing as regards the world’s popu- 
lation of 1,500,000,000 people. The 
world’s trade has halted but, of course, 
civilization must go on! A return, how- 
ever, to the frenzied activity of the later 
war period is out of the question and 
not to be desired.” The “frenzied ac- 
tivity” of seven years later is now his- 
tory, beside it the activity of the later 
war period was relatively unimportant. 
He would be bold who would deny that 
the day will not come—and soon— 
when the heights of 1929 will seem 
hillocks instead of Alps. 

The similarity between the problems 
of different depressions is further em- 
phasized by this extract from a speech 
of the Secretary of Commerce in July, 
1921, addressed to the defeatists of those 
days: “We must not allow the present 
extreme depression to obscure our view. 
We have passed through several depres- 
sions since the Civil War and we have 
already turned the corner of this one. 
While many of the causes of the present 
depression lie within our own borders 
yet there may be no recovery from these 
hard times for many years to come if 
we neglect our economic relations 
abroad. Even if we lower our vision 
of civilization in this crisis solely in our 
own selfish economic interest we are yet 
mightily concerned in the recuperation 
of the entire world.” During the 
period following the 1921 depression 
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our foreign trade expanded and reached 
heights previously unknown and we be- 
came the leading exporting nation in 
the world. In 1913 the United States 
occupied fourth place in foreign trade, 
in 1931 we held first place. We are 
not going back to 1913. 

RECOVERY NOW BEING SPEEDED 

The crisis of 1929-32 will soon be 
merely a memory. The causes that led 
‘to it and the remedies applied are now 
history. Financial tension has relaxed 
and there has already been notable im- 
provement in banking and business 
sentiment. Tremendous underlying 
forces are being released to speed re- 
covery and if the record of the past 
means anything we are entering upon 
the greatest era of development in the 
history of this or any other country. 

Although the New York Clearing 
House banks felt compelled to maintain 
at all costs a high degree of liquidity 
during the crisis, the need for these ex- 
cessive reserves is passing with the re- 


turn of public confidence and the wan- 
ing fear of panic “runs” by timid 


depositors. Enormous reserves were set 
aside to offset the decline in security 
prices and with the rise in market values 
these will be released and returned to 
surplus and undivided profits. The ex- 
pansion of business will mean increasing 
earnings, higher dividends, and an ad- 
vance in the market value of bank stocks 
to at least the levels of 1931. The price 
levels of recent days bore no relation to 
intrinsic values, they were not influ- 
enced by the earning power of the banks 
nor the book value of the shares. No 
clearing-house bank passed a dividend 
during the three depression years, and 
the 15 leading institutions have un- 
broken dividend records of from 23 to 
147 years, or an average record of 60 
years. : 

Federal Reserve figures show that 
during the eight-year period 1923-30 
the net earnings of New York banks 
fluctuated but slightly year by year de- 
spite the ups and downs of business. 
This was due mainly to the prompt ad- 
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justment of interest rates on deposits to 
money market conditions and to the 
ability of the managements. During the 
25 years since 1906 bank dividends have 
averaged 6 per cent. on capital funds, 
a record not surpassed by any other 
business, and the average income yield 
on bank stocks throughout the period 
was 4.15 per cent., as compared with a 
current average yield of over 51/, per 
cent. New York bank stocks are legal 
investments for savings banks and trus- 
tees in most of the New England states 
because they provide the main elements 
of a sound investment, viz., (1) safety 
of principal; (2) dependable income; 
(3) marketability; (4) growth in value. 
An analysis made fifteen years ago of 
the investments of New England sav- 
ings banks over a period of 35 years 
showed bank stocks to be the most 
profitable of their investments. 


EARNINGS IN 1931 WERE GOOD 


Notwithstanding business conditions, 
in 1931 the 16 large New York banks 
showed combined earnings (before 
special reserves, etc.). of $140,000,000 
and dividends disbursed amounted to 
$126,000,000. Over a period of 25 
years leading New York banks showed 
earnings of approximately 10 per cent. 
on average book value, and as dividends 
represented approximately 67 per cent. 
of average earnings this meant that 33 
per cent. of annual earnings was plowed 
back into surplus and undivided profits 
to be compounded at 10 per cent. for 
the benefit of the stockholders. It is 
this compounding of earnings at a high 
rate that has caused such a spectacular 
rise in book values in any given period. 
It is the reason why bank stocks have 
proven in the past so profitable for the 
long-pull investor. There are no bonds 
or preferred stocks ahead of the holder 
of bank stocks, and every dollar of 
earnings that is not distributed goes 
back to work for the stockholder. Thus 
the banks that distribute the smaller 
percentage of earnings have proven in 
the long run the most profitable stocks 
to hold, although the yield may be 
lower. 
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The development of the trust business 
in recent years has been a_ notable 
feature of the New York banking situa- 
tion. Even during the past decade the 
expansion of the trust departments has 
been remarkable and there are now 
forms of trusts in use that were un- 
known as recently as 1921. This busi- 
ness is profitable and accounts in large 
measure for the maintenance of bank 
earnings at such a high level despite the 
business slump and the necessity for 
large holdings of cash and short-term 
Government securities. During the de- 
pression the managements set about to 
cut down overhead expenses wherever 
possible, “free services” were largely 
eliminated, and the effect of this is 
shown in the Federal Reserve figures 
which indicate that New York member 
banks have the lowest expense ratio. 
The net earnings in 1931 were equiva- 
lent to $1.98 per $100 of earning assets 
—the highest ratio for the system. Al- 
though earning assets declined sharply 
in 1931 and the gross earnings of New 
York member banks were about $111,- 
000,000 lower than in 1930 the net 
earnings were off only $528,000. This 
is a great tribute to the ability of the 
managements. Banking today is a com- 
plicated affair and good bankers have 
to be trained as have good engineers and 
other professional men. The trouble 
with banking in recent years, that 
caused the huge losses and suffering to 
depositors in thousands of closed banks, 
has been that we had “too many banks 
and too few bankers.” New York and 
some of the other metropolitan centers 
have kept pace with the growth of the 
nation; “country banking,” in many in- 
stances, has lagged behind. 


EVOLUTION OF THE BANK STOCK 
MARKET 


The evolution of the New York bank 
stock market in recent years has been 
interesting. Prior to 1914 banks were 
owned largely by individuals and fami- 
lies, in that banks shares were closely 
held by small groups of individuals. 
There was no open market for the 


shares and it was not until the early 
1920's that the Over-the-Counter mar- 
ket began to expand. In 1921 the 25 
leading banks of New York had about 
20,000 stockholders; today fifteen banks 
have over 400,000 stockholders and the 
shares are held by investors in every 
state in the Union. In England bank 
stocks have been regarded as gilt-edge 
investments for generations. The shares 
of the “Big Five” banks have par values 
as low as $5 and the size of the average 
holding is a fraction of the size of the 
average holding of New York bank 
shares. Throughout the depression 
British bank stocks have been remark- 
ably steady, and the average yield ranges 
between 4 per cent. and 5 per cent. 
Even when Britain abandoned the gold 
standard last September there was 
scarcely a flutter in the bank stock mar- 
ket and at the end of 1931 there was 
quite a rally when the statements came 
out showing earnings well maintained 
despite the business slump in 1931. 

The early 1920’s marked the begin- 
ning of the bank stock market as we 
know it now, and during the period 
which culminated in 1929 there was 
wild speculation and prices mounted to 
levels where the shares were selling on 
the average at about 50 times earnings 
and six times book value. In the reac- 
tion that followed prices fell to as crazy 
levels on the downside and at one time, 
although the intrinsic value of the shares 
had not altered, the best stocks were 
selling at about six-tenths of book value, 
many below their par values, and at five 
and six times actual current earnings, 
and the income yield in many instances 
was over 10 per cent. 

In the years to come we shall see 
wider and more active markets for bank 
stocks; in 1921 the par values averaged 
$100 and the stocks were closely held 
by wealthy investors; they were known 
as “rich men’s stocks.” In the period of 
high income surtaxes there was a trend 
away from bank stocks into tax exempt 
bonds and the later split-up of the shares 
into $10, $20 and $25 par values 
brought about the nation-wide distribu- 
tion we have seen, and now public own- 
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New York Stock Exchange. 


ership of the great banking institutions 
has developed to a degree that would 
have been considered amazing even as 
recently as 1913. 

Bank stocks have proven to be among 
the most profitable of all investments in 
the past. Bought at low prices in 
periods of depression they have formed 


From an etching by Anton Schutz. 


the nucleus of many great fortunes. 
There are few of the best-known Ameri’ 
can estates that have not held a high 
proportion of New York bank stocks. 
Probably at no time in the past have 
these shares offered a more attractive 


investment opportunity than they do 
today. 





Vacations for Bank Employes 


A Survey of the Practices of Leading Banks with Regard to 
Vacation Policy 


This report was prepared by the Policyholders Service Bureau of the Metropolitan Life 
Insurance Company and is published by special permission.—Editor. 


tions almost universally receive 

some time off with pay during 
each year. Various reasons have been 
advanced to justify this practice. Per- 
haps the primary object in granting 
vacations is to give employes an oppor- 
tunity to enjoy leisure and thereby bring 
about an improvement in their. health. 
Resistance to disease is increased and 
capacities for intensive work are bet- 
tered, with a consequent increase in 
operating efficiency and reduction in 
days lost because of illness. Several 
banks in ‘lescribing their vacation plans 
indicate that this is the reason why ab- 
sences are granted. For example, the 
section of the handbook of the Guardian 
Trust Company, Cleveland, which re- 
fers to the vacation plan opens with the 
following statement: 


E ions alm of financial institu- 


Vacations are not granted as an award 
of merit, but so as to fit one physically and 
mentally to handle his work more satisfac- 
torily to himself and the company. Such 
recreation should be taken as to permit one 
to come back to work strong and well. It 
should be remembered that “Energy in busi- 
ness succeeds oftener than genius.” 


Another widely accepted argument 
for giving vacations is the fact that dur- 
ing the absence of an employe it is pos- 
sible to check his activities for irregu- 
larities. It is difficult for dishonesty to 
be concealed if an employe is away from 
work for some time each year. 

Occasional institutions require that 
all employes take annual vacations. The 
policy of the Wells Fargo Bank & 
Union Trust Company, San Francisco, 
is typical. It insists that all officers and 
employes take two weeks’ vacation each 
year. Much the same practice is fol- 


lowed by the Old National Bank & 


Union Trust Company of Spokane, and 
the California National Bank of Sacra- 
mento. 

Some banking executives recognize 
that during an employe’s absence it is 
possible to train someone else in the 
vacated position. This provides an 
available reserve for future emergencies 
and also prepares enterprising workers 
for future advancement. Other reasons, 
such as rewards for long service and 
satisfactory attendance, sometimes are 
advanced to support the principle of 
vacations for office employes. 


DURATION OF VACATION 


Although the practice of giving vaca- 
tions to bank employes is general, some 
institutions are more liberal than others 
in regard to the length of such leaves 
and the conditions governing them. The 
usual “base vacation” is two weeks, this 
being increased in most instances in ac- 
cordance with length of service, attend- 
ance, time of year of vacation, etc. Un- 
questionably the most important factor 
is length of service, for this may be used 
not only to determine which employes 
receive vacations, but also the length of 
paid leave and the time of year at which 
vacations are granted. 

Most financial institutions specify a 
minimum length of service before em- 
ployes are eligible for paid vacations. 
Many state that employes must have 
been at work at least one full year by 
the first of July of the year of vacation 
in order to be eligible for the normal 
two weeks’ leave with pay. Others ex- 
tend the privilege of full vacations to 
those who were employed before the 
first business day of the vacation year. 
The Cleveland Trust Company and the 
First National Trust & Savings Bank of 
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Spokane follow the first procedure; the 
Bankers Trust Company of New York 
and the Northern Trust Company of 
Chicago have adopted the second. These 
companies usually allow shorter vaca- 
tions to those employes who have been 
in service less than this specified time. 
The policy of the Cleveland Trust Com- 
pany is stated in the employe handbook 
thus: 


An employe who has been on the payroll 
more than three months, but less than one 
year priod to July first, will be granted a 
vacation of one day for each month of 
service. 


The National City Bank of New 
York has much the same procedure. It 
allows half the usual vacation to those 
who have been employed in the period 
between January 1 and March 31. 

Some bank vacation plans include a 
provision whereby employes of long 
service are granted an additional waca- 
tion. For example, the Harris Trust & 
Savings Bank of Chicago describes this 
feature of its vacation plan thus: 


Employes in the service of the bank ten 
years or more will be granted three weeks’ 
vacation, the third week not necessarily to 
be consecutive, but to be given at the con 
venience of the bank 


Occasionally banks allow employes to 
earn additional days off, which may be 
taken individually or as extensions of 
vacations except during certain months. 
Usually this is offered as a reward for 
perfect attendance and punctuality. The 
Empire Trust Company, New York, ob- 
serves this custom and reports satisfac- 
tory results. The procedure is as fol- 
lows: A perfect attendance record for 
one. week entitles an employe to one 
credit, which is noted on his attendance 
card. Eight such credits—they need not 
represent consecutive weeks—entitle him 
to one day off. Thus, a perfect record 
throughout the year would earn him 
an extra week off for that year. These 
days may be taken separately, in groups, 
or as extension of vacation, except dur- 
ing July and August. 

Although some financial institutions 
virtually insist that vacations be taken 
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during the vacation season, others offer 
premiums, in the way of extra time off, 
to those who leave during winter 
months. For instance, the Rhode Island 
Hospital Trust Company, Providence, in 
its “Office Manual” states: 


Any employe taking “‘one weck™ of his 
vacation prior to April first will be granted 
nine consecutive business days. 

Any employe entitled to two weeks’ vaca- 
tion and taking it prior to April first will be 
granted three consecutive weeks. 

Those who by length of service are en- 
titled to three weeks’ vacation in the summer 
will be allowed no extra time if their vaca- 
tion is taken in the winter. 


The policy of the Washington Mu- 
tual Savings Bank is very similar. The 
assistant secretary of this bank in de- 
scribing the bank’s vacation plan men- 
tions that: 


Those who take their vacations between 
October 15 and May 15 are permitted three 
weeks where it is to the advantage of the 
bank to permit these individuals to go at 
that time. Two weeks is the allotted period 
for those who take time other than that 
mentioned. 


Few banks grant extra days for holi- 
days which fall in vacation periods. The 
policy of the Guardian Detroit Union 
Group, Incorporated, seems to be typ’ 
ical. The “Vacation Schedule” of that 
institution contains the following sen- 
tence: 


A legal holiday occurring during an en 
ploye’s vacation does not entitle him to an 
extra day. 


In some cases employes are permitted 
to include in their vacations the Satur: 
day previous to the time allotted to 
them. This virtually adds a full day to 
the usual vacation period. “General 
Rules and Regulations for Employes,” 
the handbook of the National City Bank 
of New York, contains the following 
statement: 


the Saturday previous to vaca: 
tions will be granted to employes whenever 
possible, and if not possible another Satur’ 
day in the course of the calendar year will 
be granted; where neither of the above plans 
is feasible, an extra day's pay will be granted. 
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To permit employes to enjoy a longer 
vacation than that to which they are 
entitled, many financial institutions 
state that leaves of absence, with or 
without pay, will be granted upon a 
reasonable excuse and a request from 
the employe concerned. The “General 
Rules and Regulations” of the First Na- 
tional Bank of Portland, Oregon, con- 
tains the following paragraph: 


Vacations of two weeks will be allowed 
all employes whose time of service began 
before January first of each year. Other 
vacations of a shorter period may be al- 
lowed at the discretion of the Personnel De- 
partment. 


The Cleveland Trust Company and 
the First National Trust & Savings Bank 
of Spokane both observe much the same 
policy when they say in effect that 
special leave of absence, with or without 
pay, will be granted only upon executive 
approval. The Harris Trust & Savings 
Bank of Chicago endeavors to discour- 
age leaves without pay. Its “Manual 
of Rules and Regulations” contains the 


following sentence: 


Vacations without pay will be 


only in exceptional cases. 


granted 


TIME OF VACATION 

It is realized by many bank manage- 
ments that summer months, from both 
the point of view of the bank and that 
of the employes, are the most desirable 
for vacations. Consequently, financial 
institutions often insist that leaves must 
be taken during this period. For in- 
stance, the handbook of the Cleveland 
Trust Company specifies that: 


The usual vacation period includes April, 
May, June, July, August, September and 
October. 


The National Shawmut Bank of Bos- 
ton grants vacations to employes be- 
tween May and September. The 
Guardian Trust Company, Cleveland, 
also is definite in its schedule. The em- 
ploye handbook of this bank contains a 
specific statement in regard to the vaca- 
tion period of this institution: 
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Vacations are to be taken at the con- 
venience of the department in which they 
are located, and between April lst and De- 
cember Ist of the current year. 


Some institutions feel that a too great 
concentration of vacations during the 
summer places a strain on operating efh- 
ciency and therefore encourage em- 
ployes to take pay leaves during other 
months. With this in mind the Na- 
tional Shawmut Bank of Boston grants 
longer vacations to employes who will 
take leaves during the months of Oc- 
tober and April, if the date selected does 
not seriously affect the operations of the 
department. A few institutions which 
allow vacations other than in the sum- 
mer often specify when such leaves may 
or may not be taken. For example, the 
Northern Trust Company of Chicago 
prohibits vacations between June 15 to 
July 15 and between December 15 to 
January 15. 

It is the usual policy to insist that 
vacations be taken during the year in 
which they are scheduled. For various 
reasons it has been regarded as unwise 
to allow accumulations of leaves from 
one year to the next. This fact appears 
to be understood in most instances, al- 
though some institutions include state- 
ments in regard to this topic in their 
handbooks. For instance, the Old Na- 
tional Bank & Union Trust Company of 
Spokane informs workers that: 


Employes are required to take vacations 
in the same year as granted and are not per- 
mitted to let their vacations accumulate from 
year to year. 


The Seattle National Bank “Service 
Manual” goes into somewhat greater de- 
tail. In it the following is printed: 


In the event that an employe dozs not 
take the vacation to which the individual is 
entitled, and it has been impossible to arrange 
with such individuals a satisfactory vacation 
period, credit will not be given the following 
year for the two weeks’ time for the reason 
that it has proven impractical to allow vaca- 
tion periods of longer than two weeks. 


Although most banks seem to insist 
that paid absences be taken during 
specified months, a majority permit em- 
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ployes to select their vacation weeks 
with as much freedom as possible. If 
two or more workers choose the same 
period for leave, and it is inconvenient 
to allow both to be away from their jobs 
at the same time, seniority usually deter- 
mines who shall have preference. The 
general policy is similar to that of the 
Seamen’s Bank For Savings in the City 
of New York. The following sentence 
is quoted from the handbook of this in- 
stitution: 





Choice of vacation periods is 
given in order of seniority so far as possible 
without serious interference with the opera- 
tion of the bank. 


On the other hand some financial in- 
stitutions assume that office routine will 
be less disrupted if employes are as- 
signed vacations on definite schedules, 
determined by the personnel department 
or the office manager. With this in 
mind the following policy is observed in 
the Provident Loan Society of New 
York: 


The vacation schedule is prepared early in 
the year, assigning vacations during the 
months of April, May, August, September 
and October. Employes are grouped and 
rotate, each employe advancing approximately 
six active vacation weeks a year. 


To avoid confusion and clerical work, 
most banks insist that vacations of two 
weeks or less be taken all at once. Occa- 
sionally, however, this is not the case. 
The Empire Trust Company of New 
York allows employes to split their vaca- 
tions if this is desired. The bank states 
its policy thus: 


Full vacations may, if desired, 
be taken in two installments of one week 
each. The choice of vacations after the de- 
partment head is according to length of serv- 
ice in the bank, the dates of all vacations, 
however, being subject to the convenience of 


the bank. 


Where, because of long service, em- 
ployes have earned over two weeks’ 
vacation, policies appear to be very simi- 
lar. The attitude of the Harris Trust & 
Savings Bank of Chicago is typical. It 
authorizes the following: 
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Employes in the service of the bank ten 
years or more will be granted three wecks’ 
vacation, the third week not necessarily to 
be consecutive, but to be given at the con- 
venience of the bank. 


SUPERVISION OF VACATION PLAN 

As in all personnel matters, situations 
will arise which require special consid- 
eration. Many financial institutions 
have it tacitly understood that some 
officer or department head will handle 
all questions in regard to vacations, 
either for the bank as a whole or some 
particular department. Others specify 
in the handbook given to employes just 
who this individual is. For instance, the 
Northern Trust Company, Chicago, 
states that: 


All vacation periods as to time and dura- 
tion shall be adjusted by the chief clerk of 
each department. 


The policy of the Seamen’s Bank for 
Savings in the City of New York is 
similar. The following sentence is an 
excerpt from this institution’s “Manual 
for Employes”: 


During your employment in this bank you 
will be directly responsible to the chief clerk, 
who will arrange your vacations. 





The Guardian Trust Company of 
Cleveland is very specific in its rule in 
this regard. The quotation given is 
taken from the employe handbook of 
this bank: 


Vacation schedules must be prepared by 
department heads and submitted to the op- 
erating vice-president for his approval prior 
to March Ist. No changes in schedules are 
to be made without reporting same to him. 


Although routine matters usually are 
handled by junior executives, exceptions 
often are referred to an executive com- 
mittee or a major officer. For instance, 
the Cleveland Trust Company hand- 
book states that: 





—— the exact time of vacation for 
each department will be arranged by the 
branch manager or department head in a 
way most convenient for the operation of 
the department, 
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but continues in this manner: 


Leave of absence with or without pay will 
be granted only by the executive committee 
acting upon the recommendation of the per- 
sonnel officer and the officer in charge of the 
department where the employe works. 


The policy of the First National 
Trust & Savings Bank of Spokane fol- 
lows much the same line. In this com- 
pany : 


Special leave of absence, with or without 
pay, will be granted only upon the approval 
of the personnel committee. 


VACATION WITH PAY 


The practice of continuing the re- 
muneration of bank employes who are 
on vacation is universal. However, the 
question arises as to whether salaries for 
this period shall be paid in advance of 
or after vacations. In most cases pay is 
given: beforehand. The practice of the 
First National Bank of Portland is 
typical : 


Salaries of two weeks in advance may be 
obtained for vacation purposes. 


ADDITIONAL VACATION POLICIES 


In considering the subject of vaca- 
tions, the question of the policy of grant- 
ing vacations or vacation pay to those 
employes who intend to leave the bank 
within a short period sometimes arises. 
Few plans are specific as to the treat- 
ment of such cases. In expressing the 
attitude of his organization toward such 
a situation, one bank executive has 
stated : 


If an employe ‘resigns he is paid nothing 
in advance except in such cases where he 
would be entitled to a two weeks’ vacation 
anyway. In that case he is given two weeks’ 
Pay in advance. 


The Harris Trust & Savings Bank of 
Chicago indicates its position thus: 


Vacations are granted to employes who 
expect to remain in the service of the bank 
for the ensuing year, as opportunity for rest 
and recreation and are not to be considered 
as compensation. 


Another problem faced by banks 
which have vacation plans involves the 
question of employes working for pay 
at other jobs during their vacations. 
Wherever mention is made of this sub- 
ject, employers stand firm against the 
practice. For instance, the First Na- 
tional Trust & Savings Bank of Spokane, 
in the handbook given to employes, 
states: 


Employes on vacation are urged to utilize 
the time for the purpose intended, namely, 
recreation, recuperation and health. Vaca- 
tions should not be spent in taking outside 
employment for pay, however light the work 
may be. 


The policy of the Old National Bank 
and Union Trust Company of Spokane 
is similar: 


Employes on vacations are urged to utilize 
that time for the purpose intended; recrea- 
tion, recuperation and health. It was never 
intended that vacations should serve the pur- 
pose of enabling employes to take on outside 
duties for remuneration or as a bonus. 


VACATION SERVICES 


Some banks not only give their em- 
ployes vacations, but also aid them to 
enjoy to the full the time off from work. 
Several institutions make available to 
employes information on vacation facili- 
ties, such as transportation, reasonable 
vacation resorts, and other opportunities 
for recreation. For instance, a group of 
banks in New York City co-operatively 
support a vacation camp in the country 
a short distance from the Metropolitan 
District. The Bankers Trust Company 
is among the group which aids employes 
in this manner. “Baker Camp” is of- 
fered to employes for use on week-ends 
and for vacation purposes. 





, an facilities which this Bank 
offers its correspondents and other de- 
positors have been developed through 
serving the exacting and diversified 
needs of a large and discriminating 


clientele. 


Nearly all the nationally known indus- 
tries carry their Philadelphia accounts 


with us. 


Our list of correspondent banks in- 
cludes the leading financial institutions 


of the country, both large and small. 
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Bank Bond Policy 


By W. H. Steiner’ and Oscar Laspon 


NE of the problems that per- 

plexes the country banker must 

is how to operate his bond ac- 
count profitably. Whether he is to ob- 
tain a profit or suffer a loss depends 
largely on the proper timing of his pur- 
chases and sales. In the past the pur- 
chase of ‘securities has occurred some- 
what automatically; the banker has done 
most of his investing in those periods 
when credit conditions have forced him 
to find a use for his surplus funds. But 
sale has been far less simple. Here the 
country banker has tended to follow the 
principle followed by most experienced 
investors — liquidating his long-term 
securities at those times when the pres- 
sure for funds has been sufficient to 
raise the commercial paper rate above 
the yield on high-grade bonds. 

To follow this principle in behalf of 
the bank’s entire portfolio is a serious 
error. Prime and second-grade bond 
issues frequently do not show parallel 


price movements. The rule therefore 
cannot be followed blindly. Second- 
grade bonds are largely credit proposi- 
tions, hence to a certain extent immune 
to the movements of short-term money 
rates. Their price depends to at least 
as great an extent on the state and 
activity of business. Therefore their 
price fluctuations result from the inter- 
action of two forces, money rates and 
business, 


Watching the course of money rates 
is not the same as watching the course 


of general business activity. In fact, 


*Dr. Steiner is head of the department of 
mics at the Brooklyn College. 


“general” business activity is likely to 
be a compound of specialized business 
activity in a host of industries. The 
country banker cannot expect to en- 
visage the latter adequately. Further- 
more, his difficulty is multiplied by the 
fact that money rates and business activ- 
ity are frequently opposed in their 
movements. That is to say, an increase 
in business activity is often accompanied 
by a hardening of rates. In other words, 
the money factor may tend to make 
the bond price fall, the business factor 
to make it rise. The problem of the in- 
vestor in second-grade issues is to evalu- 
ate the relative importance of these two 
forces in their influence upon such bond 
prices. This the country banker cannot 
do adequately. 
OBJECTION TO SECOND-GRADE ISSUES 
Some bankers have gone so far as to 
criticize severely the policy of holding 
second-grade issues. They maintain 
that it amounts to playing the stock 
market in a restrained manner, since the 
more speculative issues have borne as 
close a price relationship to stock prices 
as to money rates. They also believe 
that the banker who buys a second- 
grade bond is, in effect, purchasing the 
“promise to pay” of some corporation at 
a substantial discount, and that this dis- 
count should warn him of the risks in- 
volved. Therefore many conservative 
bankers feel that a bank should invest 
in second-grade obligations no more 
readily than it would provide funds in 
return for poor commercial paper. 
These general observations may be 
made concrete. That there may be 
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The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
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movements of different proportions, and 
sometimes in different directions, in dif- 
ferent classes of bonds is brought out in 
the chart on page 608. The year 1930, 
with the exception of the last two months, 
witnessed a rising market for the “high- 
est class” issues, a stationary market for 
“good” issues, and a declining market 
for ‘‘semi-speculative’ bonds. This 
chart brings to light some of the many 
phases of the bond market. It depicts 
the movements of Al plus, Bl plus, 
and B bonds (Standard Statistics rat- 
ings) together with fluctuations in the 
commercial paper rate from 1924 to 
date. Due to the lack of available 
statistical material the survey cannot be 
carried back any further. Nevertheless, 
it affords an insight to the inner work- 
ings of the bond market and portrays 
quite clearly the changes that have oc- 
curred in the three groups set out. 
FORCES INFLUENCING 
MOVEMENTS 


PARTICULAR 


Let us consider each group separately 
so that we may best determine the 
forces influencing each particular move- 
ment. The most striking feature of the 
Al plus group has been its price stabil- 
ity and this attribute has qualified it as 
a safer means of investment for bank 
funds than other long-term securities. 
Other distinguishing characteristics may 
be observed. It is noteworthy that com- 
mercial crises are apparently without 
effect on the movements of bonds of this 
group. It is also evident that short-term 
money rates are the ruling consideration 
and that a study of interest rates should 
normally give the banker a clear con- 


ception of just what he can expect in 
the high-grade bond market. When the 
commercial paper rate crossed the Al 
plus bond index in the second quarter of 
1928 a bear market in bonds was start- 
ing, while with the easing of money 
rates in the final quarter of 1929 prices 
of bonds of this group rose smartly. 
Further investigation shows that the 
rails, public utilities, and industrials of 
this rating move almost uniformly, and 
that each type displays a marked re- 
sistance to violent fluctuation in price. 
Of necessity we must disregard the 
precipitate decline which took place in 
all classes of securities in the fall of 
1931. While the bonds of this group 
may ignore the effects of a commercial 
panic, they are not immune to the 

effects of a monetary or credit crisis. 
Bonds of the B1 plus group have at 
times conformed to the movements of 
the highest grade issues while in other 
instances they have proceeded in an op- 
posite direction. The similarities are 
apparent. From 1924 to 1928 favorable 
economic conditions were responsible 
for the rise in the price of “good” bonds 
while in the latter half of 1928 the 
hardening of money rates brought about 
their decline. Towards the close of 
1929, however, the similarities end and 
the differences appear. In contrast to the 
action of the Al plus group, the soften- 
ing of money rates only stabilized the 
prices of these bonds in 1930 while in 
the last quarter of that year and in 1931 
they broke sharply. This reflected the 
restricted state of corporate earnings. 
We may conclude, therefore, that in- 
terest rates and the state of business 
activity are equally potent factors in 
607 
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determining the price level of the Bl 
plus group. Hence, the shaping of an 
investment policy for bonds of this 
group, according to either index alone, 
would be very shortsighted, not to say 
unprofitable. As far as we are able to 
judge, good business and easy credit 
conditions stimulate a rising market; 
tight money causes a falling market; easy 
money and a normal recession in busi- 
ness prevent great fluctuation in either 
direction; while a commercial panic im- 
pairs the security of the bonds of this 
group to such an extent that a wide 
price decline is to be expected, notwith- 
standing favorable credit conditions. 
But what of the B or “semi-specula- 
tive” group? What can we say accounts 
for the wide price swings of these ob- 
ligations? Certainly, money rates pro- 
vide no such disturbing influence. But 
the chart on page 610, which gives a 
graphic description of the state of busi- 
ness activity, furnishes interesting com- 
parisons. These comparisons lead us to 
believe that the yields afforded on the 
bonds of the “‘semi-speculative” class de- 
pend almost entirely on the condition of 
business. The sharp rise in the price of 
these bonds in 1924 closely paralleled the 
recovery in business in that year, and in 
much the same manner the rise toward 
the end of 1926 reflected the high state 
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of industrial activity. When money got 
tight in 1928, a further rise in the prices 
of the bonds of this group was fore- 
stalled, and though prices reacted in the 
fall of that year the fever pitch at which 
industry was maintained prevented any 
serious decline until the early part of 
1929, when credit conditions attained 
more prominence. The rise in this 
group in the first half of 1930 may be 
better ascribed to the abortive business 
recovery which set in at that time than 
to any relaxation in the money markets, 
and the precipitate decline which took 
place during the remainder of the year 
was but a true indication of the turn 
the earnings of corporate enterprises 
were taking. 

As the course of industrial activity, 
and hence corporate earnings, is closely 
tied up with stock prices it is not at all 
astonishing that the movements of the 
bonds of the B group should at times 
follow the course of stock prices. Such 
similarity is particularly noticeable in 
1924, 1930 and 1931. 


CHARACTERISTICS OF THE ELEMENTS OF 
EACH GROUP 


Now that we have scrutinized the ac- 
tion of each group as a whole, let us 
carry our analysis a little further and 
try to determine the peculiar character- 
istics, if any, of the elements compris- 
ing each group. We have already dis- 
cussed the action ‘of the rails, public 
utilities, and industrials of the Al plus 
group. Let us compare the movements 
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of these same securities in the B1 plus 
group. The chart on page 606 allows us 
to examine in more detail the variations 
that occur. Our first striking observa- 
tion is that the industrial average more 
closely approximated the state of business 
activity than either the rail or utility is- 
This was very evident in 1929 
when the industrials reached their highest 
level in the early part of that year, more 
than six months after the utility and rail 
issues had started to slip off. The next 
point brought to our attention is that 
the utilities bear a closer relationship to 
short-term money rates than to business. 
In this respect the prices of these bonds 
have conformed almost exactly to the 
movements of high-grade bonds. This 
may be taken to indicate that utility 
earnings were relatively secure in a 
period of industrial reaction. As for 
the rails they occupied an intermediate 
position, showing marked sensitivity to 
both interest rates and business. 

A similar survey of corporate securi- 
ties in the B group reveals the fact tnat 
violent price swings are clearly the out- 


sues. 


New York 


Chase Harris Forbes Corporation 


Boston 


Harris Forbes & Company 
Limited 


Montreal Toronto 


standing characteristic. In this respect 
the rails have proved more volatile than 
the industrials while the utilities have 
been relatively the most stable. All are 
very sensitive to changing economic 
conditions. Because of the doubtful 
security of these issues, the effect of the 
state of industrial activity is highly 
marked on the yields obtained, money - 
rates being of secondary importance. 


FACTORS LEADING TO A RISE IN PRICES 


We are now in a period of easy 
money and, presumably, business re- 
covery. These factors will undoubtedly 
provide the impetus leading to a rise in 
the price of all groups of bonds. The 
more speculative issues will probably 
show the greatest price advances. Con- 
sidering this situation, “Why,” asks the 
banker, “shouldn’t I place my funds in 
second-grade bonds?” Theoretically, 
that would be the most profitable pro- 
cedure. Practically, however, it falls 
far short of perfection. While B bonds, 
as a group, will probably show a sub- 
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stantial appreciation, the procedure is 
a dangerous one. There is nothing to 


guarantee the banker that those issues 
which he selects will be the ones that 
will pull through. He may be success- 
ful in picking a few good propositions, 


Economists Report on 
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but charge-offs on a few poorly selected 
bonds will net him a loss. Such maneu- 
vering should be reserved for those who 
specialize in such transactions and whose 
position can in no manner be likened 
to that of a trustee of public funds. 


Debts of Foreign Gov- 


ernments to the United States 


committee of economists appointed 
to consider the foreign debt prob- 
lem the following extracts are taken: 


Poem the extensive report of the 


It is a well recognized principle of public 
as well as private business that a creditor 
can better afford to readjust the térms of a 
debt than to risk the loss of the entire sum 
and to jeopardize future trade by attempting 
to force payments that will not be met. 

The ultimate economic and political inter- 
ests of the American people are therefore 
the primary considerations on which the 
American Government should base its poli- 
cies. Do the interests of the American 
people demand consideration of those debts? 
Only a dispassionate review of the facts can 
give the answer. 


After a thorough review of the entire 
debt situation, traversing grounds al- 
ready familiar, the report continues: 


“The entire foreign debt is not worth as 
much to the American people in dollars and 
cents as a prosperous Europe as a customer.” 
This ‘is as true now as it was six years ago 
when Secretary Mellon made this statement. 
The finances of Europe have been seriously 
dislocated and her industry depressed, the 
buying power of her people for American 
goods has been cut to low levels by the world 
depression. Intergovernmental debts have 
been one of several factors in creating this 
situation from which the United States, as 
well as the rest of the world, has suffered. 
By insisting on full payment this already 
serious situation would be still further ag- 
gravated. 

In 1929 the United States sold $5,000,- 
000,000 worth of American goods abroad— 
nearly one-tenth of the total output of our 
farms, factories and mines. It is estimated 
that nearly 2,500,000 American workers 
were then engaged in producing goods for 
export, half of which were sold in Europe. 

The decline since 1929 in our exports to 
Europe amounts to over $1,000,000,000, or 
the equivalent of $9 per capita—more than 
four times the installment due on war debts 


in this fiscal year. The loss in European 
trade alone is estimated to have thrown out 
of employment some 300,000 American 
workmen with a wage loss of $500,000,000 a 
year. 

The decline in European purchases of 
American goods has affected most severely 
our Southern and Western states which 
normally export large amounts of foodstuffs 
and raw materials to Europe. In the case 
of raw cotton alone, exports to European 
countries, which normally take over 40 per 
cent. of our entire output, have declined 
from a total of $605,000,000 in 1929 to 
$191,000,000 in 1931, or a loss of $414, 
000,000. Exports of meat products and of 
wheat and flour to Europe have fallen from 
$249,000,000 in 1929 to $113,000,000 in 
the last year. : 

The decline in American import trade, re- 
flecting not only lower prices but also smaller 
purchases of foreign goods, has had a direct 
influence on governmenfal revenues. In the 
fiscal year 1929, customs collected on dutiable 
imports, a large share of which came from 
Europe, amounted to $602,000,000. In the 
fiscal year just ended, however, these 
revenues had declined to $328,000,000, in 
spite of increased tariff rates. 


CONSEQUENCES OF READJUSTMENT 


A reasonable readjustment of intergovern- 
mental debts promises far greater material 
benefits to the American people than the 
direct income which would be received if 
payments could be made in full. The in 
stallment due this fiscal year on the debts 
amounts to about $280,000,000 or $2.24 per 
capita in terms of the American population. 
Large as this total may seem it is small in 
comparison with the gains which would fol- 
low even a partial return to the prosperity of 
three years ago. An increase of 1 per cent. 
in our annual income over the present low 
levels would amount to more than twice the 
current annual installment on the war debts. 

Any action on our part which would 
maintain the solvency of Europe and revive 
its power to buy American goods would be a 
stimulus to our own trade and renewed pros- 
perity at home. A readjustment of these 
debts in the light of present world conditions 
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suited both to the capacity of our debtors to 
pay and to our own ability to receive—es- 
pecially if it involved favorable concessions 
to American trade—would go far toward the 
stimulation of world-wide and American eco- 
nomic recovery. 

Employment and the earnings of Amer- 
ican labor would be increased. The profits 
of agriculture and industry would expand. 
Security of private Ameri¢an investments in 
European countries, and of foreign bonds 
now held by American investors, would be 
strengthened. 

Furthermore, through this improvement in 
business, tax revenues would automatically 
increase, while the burden of taxation upon 
the people would be reduced. Taxation 
weighs heavily, less because of high rates than 
because of low income. Even a partial return 
to the prosperity of 1929 would produce 
added revenues from income taxes far in ex- 
cess of the installment due this fiscal year 
on the war debts, even on the basis of rates 
prevailing at that time, which were substan- 
tially lower than those in force at present. If, 
through recovery of prices and restoration 
of domestic buying power, our import trade 
were restored to the levels of three years ago, 
the additional revenues from customs duties 
alone would amount to nearly $300,000,000 
—more than enough to compensate the 
Treasury for any loss resulting from reduction 


or even complete cancellation of war debt 
pay: ents. 


ACTION PROPOSED 


A realization of the consequences to Amer- 
ican well-being of excessive demands upon 
our debtors makes a reconsideration of ex- 
isting debt agreements necessary. By a 
sensible readjustment of these agreements 
which would stimulate a revival of business, 
the American people would stand to gain 
far more in dollars and cents through a re- 
vival of trade with Europe than they would 
gain in an attempt to collect the last dollar. 

We, therefore, recommend: 

1. That the elected representatives of the 
American people recognize this vital and 
delicate problem as a non-partisan issue to be 
settled strictly on its merits in the best in- 
terests of the United States. 

2. That Congress authorize, by the re- 
creation of the World War Foreign Debt 
Commission or otherwise, such reconsidera- 
tion and readjustment of the debt funding 
agreements as would best advance the in- 
terests of American trade and promote the 
prosperity of the American people. 

That Congress extend the moratorium for 
a sufficient period to give time for these ne- 
gotiations. 


This report, on account of its thor- 
ough examination of the subject, should 
carry great weight, was signed by the 
following: James W. Angell, Professor 
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of Economics, Columbia University; 
Ernest Minor Patterson, Professor of 
Economics, University of Pennsylvania; 
Edwin R. A. Seligman, McVickar Pro- 
fessor Emeritus of Political Economy in 
Residence, Columbia University; Frank 
W. Taussig, Henry Lee Professor of 
Economics, Harvard University; Rufus 
S. Tucker, Consulting Economist, New 
York; Jacob Viner, Professor of Eco- 
nomics, University of Chicago; John 
Parke Young, Professor of Economics 
and Finance, Occidental College. 


Methods of Selling Bonds 


In his address as president of the Invest- 
ment Bankers Association, Col. Allan 
M. Pope had the following to say re- 
garding changes in the methods of mar- 
keting bonds: 


As inevitably as mass production and in- 
stallment buying became the slogan of manu- 
facture, so did the practice of distributing 
securities through what might be called mass 


merchandising methods and so did the ap-. 


plication of the principle of margin accounts, 
applied to a class of securities to which it 
should not apply, come into play. 
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Bonds are not merchandise. A bond is a 
piece of paper on which are written the terms 
under which the borrower agrees to pay the 
principal and interest. The holder of a bond 
can read the terms as he can look over any 
piece of merchandise, but he must also know 
in the case of a bond the credit position of 
the borrower, or know some banker whose 
knowledge can enlighten him. In the wild 
scramble for bonds in the few years preced- 
ing the spring of 1928, the public accepted 
and the investment banker in many instances 
instituted, the practice of merchandising se- 
curities in a manner only applicable to com 
modities. It may have been necessary under 
the circumstances, which apparently forced it 
on us, but that did not make it right. 

Let me give you an instance of this, which 
is only one of hundreds of cases. A new 
issue of many millions of dollars of bonds 
was offered to the public early in 1928 at a 
price which was close to par. The statements 
in the prospectus were accurate then, and 
appear equally accurate today. Public sub- 
scriptions were received for the issue by the 
bankers far in excess of the bonds available 
for allotment. The bonds went up moder’ 
ately in price, and then dropped, after the 
autumn of 1929, to a low point of 19. In 
appropriate and inapplicable merchandising 
methods of distributing bonds had been at 
work. The demand, already unduly aug’ 
mented by the thrist for such securities, 
reached inordinate bounds. When the turn 
came, there were not enough holders of such 
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securities who had been properly informed 
of the credit behind this issue to prevent 
them dumping their bonds through fear in 
the general upheaval, augmenting their own 
losses and jeopardizing the public credit of 
the borrower. This in spite of the fact 
that these very bonds have not been in de- 
fault as to sinking fund or interest, and it is 
not expected that they will be. 

It is with great satisfaction that I can say 
to you that my observation of the investment 
banker today, meeting him as I have on his 
own doorstep throughout the country, is that 
this method of selling securities has gone 
forever. I firmly believe, in addition, and 
as bordering on such merchandising methods, 
that the days of security salesmen on a com- 
mission basis are numbered. Already in many 
instances other methods of compensation 
have been substituted. 

Today bonds are being, and should be, 
sold in the way they always had been for- 
merly sold, that is by men of experience who 
are, or are of the calibre to become, officers 
and partners of their own houses. Today 
new issues are priced at a point which the 
banker and the investor alike agree to be 
justifiably considered below the ultimate free 
market price. We have only to look at re- 
cent issues for verification of this. This 
practice is, I believe, a fixture. Public senti- 
ment demands it, and public sentiment in this 
case is right. 


NEW FINANCING FOR TEN 
MONTHS 


AccoRDING to the Financial Chronicle 
new financing in the United States for 
the ten months ending with October ag- 
gregated $1,490,291,688, of which $1,- 
027,227,799 represented new capital and 
$463,063,889 refunding. 


INCREASE IN NEW YORK CITY 
BANK DEPOSITS 


HE accompanying chart is repro- 
duced from a recent bulletin issued 
by Hoit, Rose & Troster, New 
York, and presents an interesting picture 
of the deposit trend of New York banks 
during the past three years. Comment- 
ing on the chart, the Hoit, Rose & 
Troster bulletin says: 


Located in the money center of the West- 
ern Hemisphere, New York City banks are 
the first to reflect expansion in bank credit. 
To New York City come the largest cor- 
porations for commercial credit accommoda- 
tion. Interior institutions route funds to 
New York City banks for placement in the 
New York money market. Imports of gold 
and release of gold from earmark are re- 
flected in New York City bank deposits. This 
concentration of banking funds invariably 
results in an increase of loans and _ invest- 
ments and deposits of New York City banks 
ahead of other banks in this country. 

Since the low point of March 26, 1932, 
total net demand and time deposits of mem- 
ber banks of the New York City Clearing 
House Association have increased $899,- 
604,000. As the chart indicates, the larger 
part of the increase began early in July and 
has continued steadily up to and including 
October 29, 1932. 

In the corresponding period of 1931 a re- 
verse tendency was shown, due to processes 
of deflation operating to reduce the high 
totals of 1930. From March 28, 1931, to 
October 31, 1931, total net demand and 
time deposits of member banks of the New 
York City Clearing House Association de- 
clined $758,120,000. 

This reversal in trend has been accom- 
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that every bank 
credit officer 


should read 


Here is a book which every bank 
credit man should have in his 
library because it contains within 
its 265 pages a complete analysis of 
the commercial paper market from 
the standpoint of seller, buyer and 
broker. 


The Commercial 
Paper Market 


By ROY A. FOULKE 


The author is a specialist in this 
subject, having been connected for 
many years with the bank service 
department of the National Credit 
Office. In this book he tells how 
to buy commercial paper and how 
to judge its worth from the credit 
standpoint. 


Send for your copy on approval 
today 


MAIL THIS COUPON 


BANKERS PUBLISHING COMPANY 
465 Main Street 

Cambridge, Mass. 

You may send me on five days’ ap- 
proval a copy of “The Commercial 
Paper Market” by Foulke. At the end 
of five days I will either send you my 
check for $2.50 or return the book. 


panied by an increase in outstanding bank 
credit of New York City banks. However, in 
segregating the two components of bank 
credit, loans and investments, it is found 
that total loans have not changed to any 
material extent. The bulk of the increase in 
outstanding bank credit has resulted from 
larger investments in U. S. Government se- 
curities. Other investments, however, have 
shown moderate increases. 

The significance of the current large up- 
turn in New York City bank deposits lies 
in its influence on earning power. Average 
current return on bank funds is nominally 
low, but interest cost of the banks’ funds 
has been scaled down to leave margin of 
profit. With a larger volume of funds on 
hand, the average rate of return may thereby 
be applied against a larger volume. This 
augurs well for larger aggregate earnings, 
A representative group of sixteen New York 
City banks covered dividends by a general 
average of 20 per cent. in the third quarter 
of 1932. If the current increase in deposits 
continues and assuming no lowering of the 
average rate of return from the bond market 
and money market, fourth quarter earnings 
may confidently be expected to be even 
better. 


art 


SLOW LOANS AND LOCAL 
BUS#NESS 


“It is the duty and obligation of a 
bank to foster and encourage local busi- 
ness, but a much greater obligation rests 
upon the bank and that is the obligation 
to keep the bank in liquid enough posi- 
tion to meet promptly the demands 
upon it. Loans that cannot be realized 
on in a reasonable time should be 
avoided.”—Giles H. Miller, vice-presi- 
dent and cashier, Lynchburg National 
Bank & Trust Co., Lynchburg, Va. 


BUSINESS FAILURES WELL 
UNDER YEAR AGO 


R. G. Dun & Co. says that 467 business 
failures occurred in the United States during 
the week of December 3, as compared with 
460 in the previous week and 550 for the 
corresponding perioid of 1931. Some rise in 
the closing weeks of the year is customary, 
the agency points out. The improvement 
over a year ago was mainly in the East and 
South, the latter section making “an ex’ 
ceptionally good showing.” 





Banking and Commercial Law 


A Monthly Review of Important Decisions of Current Interest 
Handed Down by State and Federal Courts 


By JoHN Epson Brapy 
Of the New York Bar 


BANK’S RIGHT TO HOLD 
WRONGFULLY PLEDGED 
STOCK 


Connolly v. People’s State Bank, 
Supreme Court of Méichigan, 
244 N. W. Rep. 500 


HERE stock certificates, in- 
\X / dorsed in blank, are left with 

a broker to secure a margin 
account and the broker wrongfully 
pledges the certificates with a bank as 
security for a loan, the bank will be 
permitted to hold the certificates as 
against the real owner, provided the 
bank receives them in good faith and 
without knowledge as to the actual 
ownership. 


Action by May C. Connolly and 
another against the People’s State Bank 
and Hobart B. Hoyt, receiver of Ham- 
lin, Kay & Nathan. From the decree, 


plaintiff and defendant receiver appeal. 
Affirmed. 


OPINION OF THE COURT 


McDONALD, J.—This bill was filed 
to recover from the defendant People’s 
State Bank 4000 shares of the commor 
stock of the Briggs Manufacturing 
Company which is held by the bank 
as security for a loan to the brokerage 
house of Hamlin, Kay & Nathan, the 
title to which is in the plaintiff William 
F. Connolly. 

The plaintiffs are husband and wife. 
Mrs. Connolly was a customer of 
Hamlin, Kay & Nathan. She bought 
stocks, many of them on margin. In 
1925, she owed the brokers $290,- 
027.75 and they held stocks collateral 
to her account the market value of 


which at that time was $322,450. By 
a decline in the market these stocks 
depreciated in value to such an extent 
that further security was requested. 
William F. Connolly was not a cus- 
tomer of the brokerage house, but, to 
assist his wife in strengthening her 
account, he deposited four certificates 
of a thousand shares each of Briggs 
Manufacturing common stock indorsed 
by him in blank. The brokers imme- 
diately pledged it with other stock to 
the bank to secure an existing indebted- 
ness and a new loan. There was no 
agreement or understanding with either 
Mr. or Mrs. Connolly that the stock 
might be pledged. Two years later 
Mrs. Connolly paid up, closed her 
account, and demanded a return of 
the Briggs stock. With this demand 
the brokers were unable to comply be- 
cause they still owed the bank and 
the stock was held as security therefor. 
This suit was then brought to recover 
the stock on the theory that it was 
wrongfully pledged by the brokerage 
company; that the bank had knowledge 
of facts and circumstances showing that 
it belonged to William F. Connolly 
and that the brokers were without 
authority to pledge it; that therefore 
the bank was not a good faith pledgee. 

The bank denies that it had knowl- 
edge of Mr. Connolly’s ownership of 
the stock or of the conditions under 


.which it was pledged to Hamlin, Kay 


& Nathan; denies that there were at- 
tending facts and circumstances suf- 
ficient to put it on inquiry; and asserts 
that it accepted the stock for a con- 
sideration and therefore was a good- 
faith pledgee for value. 

On the hearing the trial court held 
that the bank was an innocent pledgee 
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for value and that the plaintiffs were 
not entitled to a return of the stock 
free from its lien. 

About the time of the commence- 
ment of this suit Hamlin, Kay & 
Nathan became insolvent, and de- 
fendant Hobart B. Hoyt was appointed 
receiver. He claims an interest in 
the Briggs stock. On this claim the 
court held that Hamlin, Kay & Nathan 
were guilty of fraud and that the 
receiver had no interest in the stock. 

From the decree entered the plaintiffs 
and the receiver have appealed. 

In disposing of this issue, the only 
question for our consideration is 
whether the defendant bank was a 
good-faith pledgee for value. The cer- 
tificates of stock indorsed in blank by 
Mr. Connolly, the owner, and _ trans- 
ferred to the bank, though without 
authority by Hamlin, Kay & Nathan, 
cannot be reclaimed if the transfer was 
for value and without notice of any 
facts making it wrongful. Uniform 
Stock Transfer Act, sections 9524, 
9525 and 9526, Comp. Laws 1929. 

It is not claimed that the bank had 
actual knowledge of the conditions 
under which the stock was pledged to 
Hamlin, Kay & Nathan by the plain- 
tiffs or of its ownership by Mr. Con- 
nolly; but it is claimed that there were 
facts known sufficient to put it on 
inquiry. These facts are that the bank 
knew Hamlin, Kay & Nathan were 
brokers; that they bought stock on 
margins for customers; that though 
they carried but a small bank account, 
they were heavy borrowers and_ de- 
posited a large amount of stock certifi- 
cates as collateral to their loans; that 
they pledged stock that did not belong 
to them; and that the certificates in 
question showed on their face that they 
belonged to Mr. Connolly. It is claimed 
that these facts taken together were 
sufficient to place the bank on inquiry 
to ascertain the ownership of the stock 
and the right of the brokers to pledge it. 

We cannot agree with the plaintiffs 
that these facts were sufficient notice 
to the bank that the transfer was 
wrongful. The People’s State Bank is 


one of the largest banking institutions 
in the City of Detroit. It does a large 
commercial business. It had been loan- 
ing money on collateral to Hamlin, 
Kay & Nathan for a considerable time 
before the transaction in question. 
Nothing had occurred to excite sus 
picion that they were not men of the 
highest integrity. They were so re 
garded by the plaintiffs. Mr. Connolly 
knew them and apparently had suf- 
ficient confidence in them to invest 
them with the title of his stock without 
an agreement as to how it should be 
held. Mrs. Connolly had satisfactorily 
transacted a large volume of business 
with them until this controversy, which 
arose long after they had pledged the 
stock in suit to the bank. There was 
nothing in their previous dealings with 
the bank which would cause it to 
question their right to repledge the 
plaintiffs’ stock. The stock was right- 
fully in their possession in negotiable 
form. Mr. Connolly had indorsed the 
certificates in blank, thus investing the 
brokers with the “indicia of ownership” 
and the right to pass title by delivery. 
In this form they were accepted by the 
bank as collateral in the regular course 
of business. In these circumstances 
there was no obligation on the part of 
the bank to make inquiry as to the 
actual ownership of the stock or the 
legal right of the brokers to pledge it. 

In Peckinpaugh v. H. W. Noble & 
Co., 238 Mich. 464, 213 N. W. 859, 
861, 52 A. L. R. 941, this court said: 


“The purchaser of certificates of 
stock, made negotiable by signature in 
blank cf the person to whom issued, 
owes no c.ty to such person to inquire 
into the title of the party in posses 
Mm. .... 

“In the eye of the law an_ indorse- 
ment in blank of a stock certificate is 
not a mere inquisitive bit of evidence 
calling for investigation of rights re 
maining with the indorser. . . . 

“Upon indorsement in blank by the 
owner a stock certificate becomes @ 
‘courier without luggage, whose counte- 
nance is its passport.’ ” 
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The facts relied on by the plaintiffs, 
if known to the bank, gave it no reason 
to believe that the brokers in rightful 
possession of certificates of stock in- 
dorsed in blank were not the owners 
thereof. There was no fact sufficient 
to create suspicion that the interest 
of the brokers was other than appeared 
on the face of the certificates. ‘The 
doctrine of suspicion impugning rights 
of a possessor of indorsed certificates 
until the contrary is made to appear, 
would not only unduly retard negotia- 
bility demanded in the commercial 
world, but, in all except extremely rare 
instances, be considered a _ gratuitous 
insult.” Peckinpaugh v. H. W. Noble 
& Co., supra. 

The record leaves no doubt that in 
this transaction the bank acted honestly, 
and that is all the law requires to 
constitute good faith. Therefore it 
must be held to have been an innocent 
pledgee for value. 

The claim of the receiver as to an 
interest in the stock is wholly without 
merit and requires no discussion. 

The decree is afirmed, with costs to 
the defendant. 


BANK NOT LIABLE ON CHECK 
CERTIFIED BY MISTAKE 


Metropolitan Life Insurance Co. v. 
Bank of United States, Court of 
Appeals of New York, 182 
N. E. Rep. 18 


Where a bank certifies a check in the 
mistaken belief that it is drawn against 
sufficient funds and the holder of the 
check has not sustained any loss through 
relying on the certification, the bank will 
not be liable on the check. 

In this case it appeared that a hotel 
company carried its account in the 
defendant bank. The hotel company 
was indebted to the plaintiff insurance 
company on a mortgage in the sum of 
$11,000. It drew its check on the 
bank for this amount, had it certified 
and delivered it to the insurance com- 
pany. At the time of the certification 
the hotel company was indebted to the 
bank on a note for more than the 


3 DAYS and 9 NIGHTS 


of carefree hotel life in 


BOSTON 
$10 


INCLUDES EVERYTHING 
Rooms— 6 Meals 
Entertainment 
YEAR ‘ROUND PLAN 


3 | 
for groups of 2 or more 


HOTEL LENOX 
HOTEL BRUNSWICK 


Boylston St. on either side of Copley Sa. 


amount of its deposit balance and the 
check was certified as the result of an 
error on the part of the certifying 
clerk. The insurance company was 
promptly notified of the error and in- 
formed that the check would not be 
paid. The company had in no way 
changed its position in reliance on the 
certification. In these circumstances 
it was held that it could not enforce 
the check against the bank. 


Appeal from Supreme Court, Appel- 
late Division, First Department. 


Action by the Metropolitan Life 
Insurance Company against the Bank 
of United States and another. From 
a judgment of the Appellate Division 
(233 App. Div. 735, 250 N. Y. S. 
836) .afirming an order of the Special 
Term granting plaintiff's motion for 
summary judgment, defendant bank 
appeals. 

Reversed, and motion denied. 


OPINION OF THE COURT 


O'BRIEN, J.—The complaint alleges 
that defendant Hotel Martinique, Inc., 
for a consideration, delivered to plaintiff 
a certified check drawn by the hotel 
company upon defendant the Bank of 
United States for $11,000, and that 
upon presentation the bank refused 
payment. Judgment is demanded for 
the amount of the check together with 
the protest fee and interest and costs. 
The answer of the bank alleges that 
the certification was made through 





620 THE BANKERS MAGAZINE 


error; that, at the time the check 
was presented for certification, the 
hotel company’s account was held sub- 
ject to a lien for a sum in excess of 
the amount of the check, and that the 
certification clerk overlooked and failed 
to note the fact that a “hold” order 
had been placed against that account; 
that the bank immediately notified 
plaintiff of the mistake; and that plain- 
tiff has suffered no loss as a result 
of the erroneous certification. The 
answer of the hotel company alleges 
that the check was accepted by plaintiff 
in full settlement and discharge of the 
hotel’s obligation, and that it has been 
wholly discharged. On motion by 
plaintiff for summary judgment, its 
president by affidavit alleges that, upon 
receipt of the check, credit was given 
by plaintiff to the Hotel Martinique 
for $11,000, and that plaintiff relied 
upon the bank’s certification. The 
banks’ opposing affidavits set forth that 
the hotel company had $21,000 on 
deposit, but that it owed the bank 
$60,000 on a note resulting in an 
indebtedness of $39,000. Upon default 
in payment of the note, the bank caused 
the hotel’s account to be placed in a 
green jacket and marked “hold—refer 
all checks to Mr. Adamson,” and all 
employes were directed to take his 
instructions before honoring any checks. 
At that time the hotel also owed plain- 
tiff an installment of interest on a 

wtgage and drew the check, which 
is the subject of this litigation, to plain- 
tiff’s order for $11,000, and presented 
it to the bank for certification. The 
temporary certification clerk who re- 
ceived it, according to the affidavit 
of an assistant vice-president, misunder- 
stood the information conveyed to him 
by the bookkeeper, and, instead of 
obtaining Mr. Adamson’s instructions, 
certified the check. Immediately there- 
after, according to the same afhdavit, 
plaintiff was informed that this error 
had been committed and that on 
account of it the check would not 
be honored. 

If the check was in fact certified by 
mistake and if plaintiff's position was 


not in fact changed on the faith of 
the certification, the bank has an equi- 
table defense ((Irving Bank v. Wether- 
ald, 36 N. Y. 335; Mt. Morris Bank v. 
Twenty-Third Ward Banks, 172 N. Y. 
244, 64 N. E. 810; Carnegie Trust Co. 
v. First Nat. Bank of City of New 
York, 213 N. Y. 301, 306, 107 N. E. 
693, L. R. A. 1916C, 186), and this 
action as against it cannot be main- 
tained. The allegations in the bank's 
answer and in its opposing affidavit 
are sufficient to raise a substantial issue 
of fact in relation to error in certifica- 
tion. The impounding of the hotel's 
account is susceptible of the inference 
of an attempt to assert a lien, and the 
bank’s answer when fairly interpreted 
may be held to deny the existence of 
a balance in favor of the hotel com- 
pany. The complaint embraces no 
averment of reliance upon the certifica- 
tion to an extent warranting a legal 
conclusion of injury to plaintiff. Its 
president’s afhiidavit stating that it relied 
upon the certification does not set forth 
the result of such reliance other than 
that it gave credit to the hotel company 
The answer by that defendant alleging 
a full settlement and discharge of its 
obligation to plaintiff requires proof. 
In its present form it may be regarded 
as a conclusion without facts to support 
it. If there was merely a book entry 
of payment, the settlement would con- 
stitute nothing more than a conditional 
one dependent upon the intent of the 
parties. A jury could infer that plain- 
tiff accepted the check, not as payment, 
but as a means of payment which 
failed. The pleadings and affidavits do 
not prove that plaintiff has lost any 
right which it had against the hotel. 
The record before us presents issues 
for a jury, and therefore summary judg: 
ment should not have been granted 

The judgments should be reversed, 
and the motion for summary judgment 
denied, with costs in all courts. 


CRANE, J. (dissenting). —The Hotel 
Martinique, Inc., had sufficient balance 
with the Bank of United States to meet 
the check for $11,000, drawn to the 
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order of the Metropolitan Life Insur- 
ance Company. The bank certified the 
check. At the time it had not appro- 
priated the funds to any lien or indebt- 
edness of its own. Had it paid the 
check—-cashed it—the money could not 
have been recovered. Certification in 
business transactions today is equivalent 
to cashing a check, so long as the bank 
be solvent, i. e., the bank by its certifi- 
cate agrees to keep the funds to pay 
the check and to pay it? White v. 
Eiseman, 134 N. Y. 101, 107, 31 
N. E. 276; Carnegie Trust Co. v. First 
Nat. Bank of City of New York, 213 
N.. -¥:. 301, 107 (N.. EB. 695,. L. Ro A. 
1916C, 186. 

Besides, the Hotel Martinique, Inc., 
with this certified check, paid its in- 
debtedness to the Metropolitan Life 
Insurance Company and received credit 
therefor. The debt was paid and dis- 
charged. Too late now for the bank 
to claim a mistake in certification when 
the insurance company received its 
promise in payment of the drawer’s 
obligation. 

I am for affirmance. 


CHECKS DEPOSITED IN 
INSOLVENT BANK 


State v. Farmers’ State Bank of 
Mandan, Supreme Court of North 
Dakota, 244 N. W. Rep. 45 


Where a bank, knowing that it is 
about to suspend business, permits a cus- 
tomer to deposit checks, uses the checks 
in a clearing transaction and then closes 
its doors, the bank holds the amount of 
the checks as a trustee for the customer 
and the latter is entitled to be paid 
in full. 

Where a banking institution closes 
its doors and suspends business, and at 
the same time takes from a customer 
checks for collection and deposit with- 
out notifying him of such suspension, 
an implied trust is created, and the 
proceeds from the checks become a 
special deposit. 

When such bank takes these checks 
and immediately transfers them to an- 
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other bank in a clearance transaction, 
and by means of such transfer pays 
claims against itself, the checks are 
held to augment the assets of the closed 
bank, when there was sufficient cash 
on hand to have made the clearance 
transfer without resort to the checks. 
So far as augmenting assets is con- 
cerned, it is immaterial that the bank 
used the checks in the clearance instead 
of cash, when it had sufficient cash 
there for use. 

Where such checks are thus received 
and transferred in a clearance trans- 
action so as to leave in the bank, 
as cash on hand at the time of the 
transfer, an amount greater than the 
face value of these checks, the deposi- 
tor has traced his property into such 
fund and is entitled to a preference 
in such fund over other creditors, and 
to have a trust in his favor impressed 
upon such cash on hand in the bank 
on its closing. 


Proceedings by the state, for itself 
and on behalf of all creditors, etc., 
against the Farmers’ State Bank of 
Mandan, wherein the Farmers’ Union 
Live Stock Marketing Association filed 
an application for a preference. The 
district judge disallowed the application, 
and the applicant asks for a review of 
the decision. 

Determination in accordance 
opinion, allowing application. 


with 


OPINION OF THE COURT 


BURR, J.—On November 5, 1931, 
the Farmers’ State Bank of Mandan 
closed its doors, and later was placed 
in charge of Mr. Baird as receiver. 

That afternoon the Farmers’ Union 
Live Stock Marketing Association de- 
posited in the bank six checks aggregat- 
ing $2195.09—five drawn on _ banks 
in Fargo, N. D., and St. Paul, Minn., 
and one for $38.55 drawn on a bank 
in Mandan, presumably the First Na- 
tional Bank. The record assumes these 
checks were good and were paid in 
the due course of business. There is 
neither evidence nor suggestion to the 
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contrary. Thereafter it made demand 
upon the receiver that a portion of 
this deposit be allowed as a preferred 
claim. 

The receiver petitioned the judge of 
the district court having jurisdiction 
of such matters to fix a time and place 
for a hearing on the demand so that 
the receiver would be “advised as to 
the proper disposition thereof.” 

The district . judge disallowed the 
application for preference, and the 
applicant asks for a review of said 
decision. 

The deposit was made by means of a 
slip furnished by the Farmers’ Bank, 
which slip had printed thereon the 
following provision: “Any item, cashed, 
received for application on an obliga- 
tion, or for collection or deposit and 
credit, will be accepted by this bank 
subject to the provisions of chapter 92, 
1927 Session Laws of North Dakota. 
This bank may also charge back any 
item drawn on this bank not good at 
close of business on day deposited... .” 

Almost immediately after the receipt 
of this deposit, the Farmers’ Bank 
cleared with the First National Bank of 
Mandan, turning: over to that bank 
these checks and other items, receiving 
from the First National Bank various 
items drawn upon itself, and paying 
to the First National Bank the differ- 
ence in cash or by draft. 

The receiver stated: “There was 
sufficient cash on hand at the time of 
closing to cover all these claims (the 
claims of the Farmers’ Union and 
others) and I don’t think there is any 
question on that point.” 

On this day the depositor owed the 
Farmers’ Bank, but the amount of the 

checks deposited was $628.90 in excess 
of the indebtedness. These checks were 
not deposited for the purpose of pay- 
ing this indebtedness, but in the general 
course of business subject to check. 
This appears to be recognized as the 
fact in the case. The depositor is 
willing to have its indebtedness to the 
bank deducted from the amount re- 
ceived from it at the time the bank 
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closed, and therefore asks a preference 
of $628.90. 

It is clear the Farmers’ Bank got 
credit from the First National Bank 
for all of this deposit. There is no 
claim that the checks deposited could 
have been returned to the depositor. 

Ordinarily, the bank involved opened 
for business at 10 a. m. each working 
day and remained open until 3 p. m. 
It was the regular practice of the 
Farmers’ Bank to make daily clearances 
with the First National Bank of Man- 
dan about 11 a. m. of each day. One 
of the assistant cashiers in the Farmers’ 
Bank testified that the First National 
Bank was the only bank with which 
the Farmers’ Bank cleared personally, 
all other clearances being by mail; that 
on the day of closing there “was a 
run” on the bank, and the “directors 
were doing a lot of figuring and talk- 
ing’; “they were talking how long it 
would last and whether it would last 
and whether they would be able to 


cut in”; and that this “figuring and 
talking” continued all day. The 
Farmers’. Bank had cleared with the 


First National Bank at Mandan that 
morning at 10 a. m. or 11 a. m. Some 
time between 2:30 p. m. and 2:45 p. m. 
of that day the First National Bank of 
Mandan brought “up some _ items,” 
and the assistant cashier says “we paid 
them with items we had on them, plus 
the balance in cash or by draft,” and 
further that “all of the items were 
cleared between them.” 

A depositor testified that just about 
closing time he made a deposit, and 
that shortly afterwards the cashier told 
him that he “hated to see me come in 
there with that money,” and “he would 
have it back in a week or so”; that “he 
was so nervous that time he didn't 
remember himself what people were in 
there depositing”; “he was so nervous 
he couldn’t remember himself what 
people were in there.” 

According to the record, this was the 
only day that two clearances were 
made with the First National Bank. 
Thus, within fifteen minutes after the 
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receipt of these checks, deposited by 
the Farmers’ Union, they had been 
transferred to the First National Bank 
of Mandan under the rules of clearance 
and in satisfaction of claims held by 
the First National Bank against the 
Farmers’ Bank. 

It is significant that while up to that 
time the invariable custom. of the bank 
was to make its clearance with the First 
National Bank between 10 and 11 a. m. 
of each day, on this day there were 
two clearances made—the First National 
Bank brought over some more items for 
settlement about fifteen minutes before 
closing, and a few minutes after the 
Farmers’ Union had made its deposit. 

It is unnecessary for us to determine 
whether the bank was in fact insolvent, 
or known by the officers to be insolvent 
at the time the deposit was made. 

When the bank, intending to suspend 
business entirely, receives from a cus- 
tomer a deposit without notifying the 
customer of its intention to suspend, an 
implied trust is created in the deposit, 
and the proceeds thereof, in favor of 
the depositor. It is the same as if it 
had received the checks for collection 
merely. It could not receive it for 
deposit to carry on banking business. 
The relationship was that of principal 
and agent rather than debtor and 
creditor. There is no difference in 
effect from receiving a deposit in such 
a case than in receiving it when it was 
known to be insolvent. There was a 
“run” on the bank, and the officers 
may have determined to suspend busi- 
ness in order to prevent withdrawing 
creditors from getting an undue advan- 
tage, and in the expectation that, though 
a “run” could not be averted, yet all 
depositors would be paid in full. How- 
ever, when the bank intended to cease 
as a banking institution, it should not 
receive deposits, and a deposit so taken 
cannot be said to have been received 
in the ordinary course of business 
between the bank and customers so 
as to continue the relationship of 
creditor and debtor. The bank exists 
for the purpose of carrying on a bank- 
ing business, and the reception of a 
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deposit is an assurance by the bank to 
the depositor that the amount of the 
deposit will be paid to the depositor 
upon demand in accordance with the 
terms of the deposit. The contract 
between a bank and the general de- 
positor is “that the former will pay 
according to the checks of the latter 
and when drawn in proper form.” 
Central National Bank v. Conn. Mut. 
Life Ins. Co., 104 U. S. 54, 26 L. 
Ed. 693. The district court found the 
evidence did not justify the assertion 
that the bank was known to the officers 
to be insolvent. However, this is not 
controlling. The records show clearly 
the directors were concerned as to the 
condition of the bank. There was a 
“run” on the bank, and it is apparent 
the officers were attempting to contrive 
ways and means to keep the bank in 
operation. The fact is the bank sus- 
pended and thus ceased to carry on 
the functions of a bank. It received 
and accepted this deposit at a time 
when it was determining to suspend 
business. The exact moment when the 
determination became complete is not 
shown. The fact remains it did not 
open for business the next day, and the 
remark attributed to the cashier shows 
that on or about the time this deposit 
was received that official knew what 
was the fate of the bank. It is true 
the burden of proof is upon the claim- 
ant to show that at the time the 
deposit was received the officers had 
determined to close the bank; but such 
determination may be shown by the 
facts and the situation. The time the 
mutual determination. became final is 
peculiarly within the minds of the 
officers, and, in the absence of proof 
from them as to the exact time, we 
are warranted in believing that the 
officers had arrived at that conclusion 
at the time this deposit was received, 
hence it should not have been accépted 
by the bank, as the officials had deter- 
mined to forego further banking opera- 
tions. 

Where a bank receives the proceeds 
of checks as agent for the depositor 
rather than in the regular course of 
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business where the relation of debtor 
and creditor exists, these proceeds are 
a special deposit, and are recoverable 
on the failure of the bank. Pacific 
Bldg. & Loan Ass'n v. Central Bank &@ 
Trust Co. et al., 127 Wash. 524, 221 
P. 313. 

The case of Northern Bank of Illinois 
v. Zepp, 28 Ill. 180, was one where 
a bank signified its intention to with- 
draw its bills from circulation and close 
that part of its business and thus “cease 
to do any banking business whatever,” 
and the court held that, when it there- 
after received from a customer a de- 
posit, without notifying him of its 
intention to suspend, the customer could 
recover the full value of his- deposit 
rather than the value in the bills of the 
bank which were at a discount, ap- 
parently of 25 per cent. The customer 
had deposited $384 in currency, and 
the bank offered to pay in full therefor 
288.80 “in lawful gold coin of the 
United States the same being a full and 
fair value of said amount of currency.” 
The court held that to permit the bank 
to retain such deposit would be assist- 
ing in the perpetration of a fraud 
The law prohibited a bank from doing 
any banking business whatever or exer- 
cising any banking powers except to 
“wind up its concerns” if it had signified 
its intention to withdraw its bills from 
circulation, and the court held such 
enactment did not release it from lia- 
bility for property acquired after filing 
this certificate of intent. To do so 
would be saying that the Legislature 
had licensed the bank to commit a fraud 
upon the community, “by acquiring the 
means of the innocent, the unsuspect- 
ing and confiding portion of com- 
munity,” and declared that, while the 
law did not declare all banking trans- 
actions of such institution void, it 
declared that the banking powers should 
cease. The banking powers having 
ceased, the ordinary relationship of 
debtor and creditor which exists be- 
tween a going concern and customer 
could not arise. 

There is nothing in the record to 
show whether cash was received from 
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other depositors by this bank after this 
deposit was made. There is no sugyes- 
tion that any was received. While the 
evidence is vague in many respects, 
nevertheless many of the asserted facts 
seem to be conceded by the receiver 
himself. His attitude in this case was 
wholly commendable. The record shows 
he appeared before the district judge 
with the books and the records of the 
bank. He stated to the court: “I take 
it—these cases which are now before 
the court are claims for preference, 
and if I understand this correctly, 
the receiver is not directly interested 
one way or the other—the receiver 
is ready with books and records, if any 
of the claimants want to use them and 
we are ready to present them as re- 
quested.—The question comes up as 
to whether or not necessary funds came 
into the hands of the receiver at the 
date of closing to pay the claims. That 
question will not be before the court 
at this time because there ‘was enough 
money on hand the day of closing to 
pay them all, if and when allowed.” 
He then stated he was prepared to 
stipulate with this claimant what the 
facts were. Nowhere did he claim or 
suggest that the cash on hand was 
received after these checks were re- 
ceived or that the checks were returned 
to the bank, or that they were not 
paid, or that they were not delivered 
to the First National Bank for settle: 
ment on the clearance. The _ issues 
seem to be whether the claims were 
entitled to a preference by having a 
trust in their favor impressed upon the 
cash on hand. 

But the depositor must show that the 
assets of the bank were augmented by 
his deposits, and trace the funds into 
the funds out of which he expects to 
get his preference. Behm v. Baird, 59 
N. D. 733, 231 N. W. 876. 

It is not every deposit which aug: 
ments the assets. A depositor may 
deposit in the bank a check on the 
same bank drawn by another depositor; 
but such deposit would not increase 
the assets of the bank. It is not 
enough, however, to show that the 
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checks deposited were “used to pay the 
indebtedness to the bank in a clearance 
transaction with other banks.” How- 
ever, this case differs materially in fact 
from the case of Behm v. Baird, supra. 
Practically immediately upon receipt of 
the checks they were used by the bank 
to pay an indebtedness of the bank. 
Instead of drawing $2100 out of the 
cash on hand and paying the indebted- 
ness of the bank, and thus depleting 
the cash to this extent, these checks 
were used. It is conceded these specific 
items deposited with the bank were 
used to pay this indebtedness. There 
is nothing in the record to suggest that 
these checks were transferred otherwise 
than to the First National Bank, and 
so they were delivered to pay a debt 
of the Farmers’ Bank. This was done 
rather than take the cash out of the 
bank. The statements of the receiver 
show there was more than enough cash 
on hand to pay all the items repre- 
sented by the second clearance without 
resorting to these checks, and it was a 
mere matter of convenience for the 
bank to transfer these checks instead. 
In this way the assets of the bank 
were augmented. Had the checks re- 
mained in the bank, the depositor 
could have recovered them under the 
facts in this case. There is no differ- 
ence in principle between this case 
and a case where the depositor brought 
$2100 in cash, deposited it in the 
bank, and the bank took that cash 
and cleared items with it, leaving the 
amount of the deposit in cash on hand. 

The claim for preference is not a 
suit to recover a specific thing. It is 
the identity of the fund that is sought 
to be established—the fund created 
from the checks—and the identical 
money need not be traced when the 
fund is increased by the deposit. 3 R. 
C. L. 554. Equity directs that a 
sufficient sum be taken from the mass 
to make restitution. Plano Mfg. Co. v. 
Auld, 14 §. D. 512, 86 N. W. 21, 23, 
86 Am. St. Rep. 769; Emigh et al. v. 
Farling et al, 134 Wis. 565, 115 
N. W. 128, 27 L. R. A. (N.S.) 243, 
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afhrmed in general in 218 U. S. 27, 
30 S. Ct. 672, 54 L. Ed. 915. 

The depositor has traced the cash 
value of the checks into this fund. 
He may follow such property and 
reclaim it in any form into which it 
may have been changed, providing 
identification is possible. Merchants’ 
Bank v. Schatz et al. 59 N. D. 365, 
230 N. W. 18. 

When a deposit is made in such a 
manner as to create an implied trust 
in favor of the depositor, and the 
trustee mingles the trust funds with 
his own, and subsequently pays out a 
portion of the commingled funds, it is 
presumed that he made the payment 
from the portion of the fund which 
belonged to him and retained the 
portion which belonged to the other 
party, but, unless he can distinguish 
what is his own portion, the whole 
fund will be treated as the trust prop- 
erty. Widman v. Kellogg et al., 22 
N. D. 396, 133 N. W. 1020, 39 
L. R. A. (N. S.) 563. The presump- 
tion is that the balance of the fund 
represents the deposit. Woodhouse, 
etc., v. Crandall, etc., 197 Ill. 104, 64 
N. E. 292, 58 L. R. A. 385. 

The depositor is not asking a pref- 
erence for the whole amount. It owed 
the bank money. It asks a preference 
for the remainder only. It deposited 
the funds in the bank, has shown fraud 
practiced on it, has shown assets aug’ 
mented by this amount, and that the 
cash value which the checks represented 
was used to pay the debt, thus saving 
the cash on hand. The claimant is 
entitled to a preference for $628.90. 


CASHIER NOT PERMITTED TO 
MAKE PERSONAL PROFIT 


Holman v. Moore, Supreme Court of 
Michigan, 242 N. W. Rep. 839. 


The cashier of a national bank who 
purchases for the bank inadequately se- 
cured real estate mortgages, paying a 
commission on the transaction to himself, 
is responsible to the bank, or to a re- 
ceiver subsequently appointed, for any 
loss sustained by the bank; and any per- 
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son who participates in such a deal to 
his own advantage is likewise liable. 


Action by Philip A. Holman, receiver 
of the First National Bank of Allegan, 
Mich., against Myron B. Moore and 
another. From a judgment for plain- 
tiff, named defendant appeals. Affirmed. 


OPINION OF THE COURT 


SHARPE, J.—The plaintiff was ap- 
pointed receiver of the First National 
Bank of Allegan in May, 1930. The 
defendant Barker was a stockholder and 
the cashier of that bank in the years 
1924 and 1925. The defendant Moore 
during those years was engaged in 
“law business, real estate and invest- 
ments” in that city. 

It is the claim of the plaintiff, as 
set forth in his declaration, that the 
defendants conspired together to cheat 
and defraud the bank by the purchase 
for it of certain mortgages which were 
inadequate securities for the money 
paid for them by the bank, and in 


the purchase of which both of the 


defendants received certain commissions. 
The plaintiff had verdict and judgment 
in the sum of $1718.36, from which 
the defendant Moore has taken an 
appeal. 

There is some dispute in the testi- 
mony, but in our opinion the jury 
were justified in finding that Carl 
Rambadt was the owner of 90 acres 
of land in Allegan County, subject to 
a mortgage thereon. He sold it in 
1924 to Charles and Emma Slesdet, 
taking a second mortgage thereon for 
$2400 as a part of the purchase price 
He approached Moore with a view of 
disposing of this mortgage. Moore 
spoke to Barker about it, and they 
together went and looked over the 
farm and the purchase was made for 
$1800. The mortgage was assigned 
to Barker, who gave Rambadt a 
cashier’s check on the bank therefor. 
In consummation of the deal, Barker 
gave Slesdet a cashiers’ check for $220, 
caused to be credited to Moore's ac- 
count in the bank by deposit slip $220, 
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and to his own account the sum of 
$220. The extra $60 seems to have 
been accrued interest. The mortgage 
and note were entered on the bank’s 
books as its property, and the jury 
might well have found that Moore 
knew that Barker was acting for the 
bank in the transaction. 

In March, 1925, Rosa Ridgley owned 
an 80Q-acre farm, which she offered to 
sell for $2000. Lee and Nellie Moore 
(not related to the defendant) were 
willing to purchase it, but were with- 
out funds. They conferred with the 
defendant Moore, who took the matter 
up with Barker. It was finally ar- 
ranged that Mrs. Ridgley should deed 
to the Moores and they give a note 
and mortgage thereon to the bank for 
$2700, and this was done. A certifi- 
cate of deposit for $200, which she 
afterwards cashed, was issued to Mrs. 
Ridgley, and, by deposit slips, $350 
was credited to the accounts of Barker 
and Moore. 

The bank of which plaintiff is re- 
ceiver was a national bank, organized 
under the provisions of the Federal 
statutes relating thereto. 

“Any national banking association 

may make loans secured by im- 
proved and unencumbered farm land 
. nor shall the amount of any such 
loan . . . exceed 50 per centum of the 
actual value of the property offered 
as security.” USCA, tit. § 371. 

“Any officer, director, agent, or 
employe of any Federal Reserve Bank, 
or of any member bank . . ., who. 
willfully misapplies any of the moneys, 
funds, or credits of such Federal Re- 
serve Bank or member bank, . . . and 
every person who, with like intent, 
aids or abets any officer, director, agent, 
employee . . . in any violation of this 
section shall be deemed guilty of a 
misdemeanor.” USCA, tit. 12, § 592. 

“Except as herein provided, any 
officer, director, employe, or attorney 
of a member bank who stipulates for 
or receives or consents or agrees to 
receive any fee, commission, gift, or 
thing of value from any person... 
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for procuring or endeavoring to pro 
cure for such person, .. . or for any 
other person... any loan from or 
the purchase or discount of any paper, 
note, . . . shall be deemed: guilty of 
a misdemeanor.” USCA, tit. 12, § 595. 

It is elementary that an officer of a 
corporation may not make a private 
profit for himself in the discharge of 
his official duties. The liability of 
Barker to account for the sums thus 
unlawfully withdrawn by him from 
the funds of the bank is clearly estab- 
lished. Sparrow v. E. Bement & Sons, 
142 Mich. 441, 105 N. W. 881, 10 
L. R. A. (N.S.) 725; German Corpo- 
ration v. Aid Society, 172 Mich. 650, 
138 N. W. 343; Garber v. Town, 
208 Mich. 1, 175 N. W. 487, 176 
N. W. 960; 14a C. J. p. 122; 7 R. C. 
L. p. 458. But counsel for Moore 
insist that no such relation of trust 


existed between him and the bank as 
rendered him liable to it for the moneys 
thus withdrawn, and that he had a 
right to make a personal profit in the 


sale of the securities to the bank. 
Barkers’ action was certainly a willful 
misapplication of the funds of the 
bank to the extent to which the value 
of the securities was reduced, and 
Moore’s participation therein, by ac- 
ceptance of the sums deposited to his 
credit in accordance with their agree- 
ment therefor, must be treated as aiding 
and abetting him with a like intent, 
within the meaning of the statute above 
quoted. The statute is but expressive 
of the general rule of law which should 
be applied to the fact presented. In 
Old Mortgage & Finance Co. v. Land 
Co., 241 Mich. 426, 434, 435, 216 
N. W. 922, 925, this court quoted 
with approval the following from the 
opinion of the trial court: “If a third 
person joined with a corporate officer 
in dealing with the corporation, with 
knowledge that he is such officer, the 
contract may be set aside as to him 
as well as the corporate officer. This 
is upon the theory that, where a 
stranger participates with the officer 
of a corporation in the commission of 
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an act of manifest bad faith or breach 
of duty to it, he, equally with the 
oficer, commits a wrong, and ought 
not to derive profit from it.” 

In North American Coal & Coke 
Co. v. O’Neal, 82 W. Va. 186, 192, 
95 S. E. 822, 825, it was said: “There 
is nothing disclosed in the facts of 
this case to take it out of the general 
rule that promoters or directors of a 
corporation, or those colluding with 
them, who, in breach of their trust and 
in fraud of the corporation, take to 
themselves secret profits, are liable to 
account for the same to the corpora- 
tion.” 

Counsel for the appellant requested 
the court to charge that, in case they 
found for the plaintiff, the measure of 
his damages “is the difference in value 
at the time, and the amount paid by 
the bank.” Counsel for plaintiff urge 
that they were prevented from sub- 
mitting proof of actual loss to the 
bank by the objection of defendant's 
counsel; sustained by the court.  Irre- 
spective of the effect of such action, 
we find no error in the instruction 
given that the measure of plaintiff's 
damages was the loss it sustained by 
the wrongful act of Barker in using 
the money of the bank in the way 
he did, if Moore at that time knew 
that it was being used for that purpose. 

It is urged that the claim under 
the Rambadt mortgage was barred by 
the statute of limitations (3 Comp. 
Laws 1929, § 13976). This statute 
limits the time within which personal 
actions such as this may be brought 
to six years after the cause of action 
shall accrue. The money of the bank 
was used in the purchase of this mort- 
gage on October 21, 1924. This action 
was not begun until March 10, 1931, 
more than six years thereafter. 

Section 13983 reads as follows: “If 
any person who is liable to any of 
the actions mentioned in this chapter, 
shall fraudulently conceal the cause of 
such action from the knowledge of the 
person entitled thereto, the action may 
be commenced at any time within two 




















































































































































































(2) years after the person who is 
entitled to bring the same shall discover 
that he had such cause of action, 
although such action would be other- 
wise barred by the provisions of this 
chapter.” 

While a careful audit of the books 
of the bank would doubtless have 
disclosed the facts on which plaintiff 
now relies for recovery, the evidence 
submitted shows that it was not dis- 
covered by the officers of the bank 
before the receiver was appointed. It 
was, we think, the purpose of Barker 


Assails Guarantee 


THE policy of requiring guarantees by surety 
bonds on state deposits not only affects the 
earnings and stability of state banks but also 
impairs public confidence in them, Orie R. 
Kelly, president of the County Trust Com- 
pany of New York, said recently. He issued 
a statement urging a change in the New 
York state law so as to abolish the require- 
ment. 

The state, having the privilege of examin- 
ing the records of any bank under its super- 
vision at any time, is amply protected with- 
out such bonds, Mr. Kelly declared. He 
advances four major arguments against the 
requirement. Summarized, they are: 

First—The state is a preferred creditor 
and by demanding a surety bond it is asking 
a double guarantee. It is only logical to 
expect that other large depositors, resentful 
of the preferred position of the state, may 
make similar demands, resulting in an ever- 
increasing burden on the banks. 
Second—The state has an unusual degree 
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to have the entries on the books made 
in a way to conceal from its other 
officers and directors the nature of the 
transaction, and such act on his part 
was a fraudulent concealment thereof, 
for which, under the circumstances, 
Moore is chargeable as well as himself. 

Counsel for the plaintiff urge that, 
on the undisputed proof, the verdict 
should have been for $1798.45 instead 
of $1718.36, as rendered. As _ no 
appeal was taken in his behalf, the 
amount thereof may not be changed in 
this court. The judgment is affirmed. 





of State Deposits 


of protection, not open to other depositors, 
in that it may inquire into the condition of 
its depositories in minute detail through its 
state banking department. 

Third—The record shows that surety 
bond guarantees are unnecessary because the 
state has not lost money through bank fail- 
ures in the last 100 years. 

Fourth—The burden of surety bond pre- 
miums on top of the rate of interest de- 
manded on state deposits, and after allowing 
for the reserve requirements against these 
deposits, indicates a cost to the depositories 
of 23 per cent., which is little short of ridicu- 
lous when it is considered that the funds, if 
placed in the call-loan market, would bring 
in only 1 per cent. 

Mr. Kelly stated that he was convinced 
the state could best serve its own interests 
and that of the sound banking institutions 
within the state by removing all requirements 
related to surety bond guarantees on state 
deposits. 
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HY. W. SANDERS 


Cashier, First Trust and Savings Bank 
of Santa Barbara, California. Editor, 
“Bank Organization and Operation.” 

Graduate, American Institute of 
Banking and _ Institute of 
Bankers, London, England 


us a number of years Hy. W. 
Sanders has been editing “From a Busy 
Desk” in The Burroughs Clearing House. 
His pungent comments on the many 
problems with which the modern banker 
is confronted have won him many friends 
and readers throughout the country. 


At last Mr. Sanders’ brilliant comments 
on present-day banking have been made 
available in book form under the appro- 
priate title of “American Banking in 
Transition.” 


Within the more than 170 pages of this 
book the reader will find helpful guidance 
in the many pressing problems with which 
banking is confronted in this “new era.” 


An approval copy will be sent to any 
bank or banker. 


ORDER BLANK 
BANKERS PUBLISHING COMPANY 
Book Dep’t.—465 Main St., Cambridge, Mass. 


Please send me postpaid, a copy of “American Banking in Transition” by Sanders. I agree 
to remit $2.00 within five days or return the book. 
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Forms of Wills— Federal Estate and Gift Taxes 
By JOHN EDSON BRADY 
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ACH year a greater number of wills, in which a 
E banking institution is named as executor or trustee, 

are filed for probate. The reason is that banks, 
by reason of their experience in fiduciary work and their 
well organized trust departments, are able to conduct 
the affairs of an estate with greater efficiency and safety 
than is ordinarily to be expected of the individual 
fiduciary. 

The settlement of a decedent’s estate is, of course, 
largely a matter of routine. The statutes of each state 
present the practice to be followed in probating the 
will, the method to be adopted in collecting the assets 
of the estate, the payment of claims, debts and legacies, 
the form of and the time for accounting and the various 
other steps to be followed in closing the trust. 


These vary in each state and it is necessary for 
every trust official to acquaint himself with the statutory 
provisions of this character in his own state. 


But there are certain underlying principles of conduct 
which apply to all fiduciaries in every state. In general 
these have to do with the investment and conservation of 
the funds of the estate. 


The violation of these principles may lead to personal 
liability. And there are many instances in which, through 
an innocent error, a bank or individual acting as execu- 
tor or trustee, has not only been deprived of the commis- 
sions which the law allows by way of compensation but, 
in addition, has been surcharged with a _ substantial 
sum in favor of the estate. 


This book is largely based on decisions of this charac- 
ter; decisions of moment to the trust official and which 
are entitled to his close attention. It cites and discusses 
more than 500 decisions of the courts dealing with every 
phase of estate management. 


The book is bound in library buckram and 
contains 426 pages. The price is $5 per copy. 


APPROVAL ORDER - ------- de 


BANKERS PUBLISHING COMPANY, 


Book Department, 465 Main Street, Cambridge, Mass. 
Please send on approval a copy of “Bank Management of Decedents’ Estates” by John Edson 


Brady. 





We will either return the book or remit the price, $5, within ten days. 
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The Financial Situation. Abroad 


A Monthly Survey of Current Financial, Economic and Political 
Events in Great Britain and the Nations of Europe 
and Latin America 


F first magnitude in the interna- 
() tional situation at present are 

the proposals made by Great 
Britain, France and Belgium (with 
others expected to follow) for a revi- 
sion of their indebtedness to the United 
States of America. How these pro- 
posals will be received by the latter 
country cannot now be stated, although 
both Congress and the President are on 
record against cancellation—something 
the foreign governments have not asked 
as yet. But it is widely understood that 
unless drastic cuts are made in the ag- 
gregate of the debts, and much easier 
terms arranged for subsequent payments, 
something very near to cancellation or 
repudiation will have to be faced. Re- 
cently the whole problem has been care- 
fully reviewed by a committee of econo- 
mists, and a portion of the conclusions 
reached by this body will be found in 
earlier pages of this issue of THE BANK- 
ERS MAGAZINE. Without again travers- 
ing the well-worn ground of this con- 
troversy, it may be said that the 
common-sense opinion of America, as 
distinguished from purely _ political 
clamor, is to the effect that a reasonable 
revision of the debts, by contributing 
toward world restoration, will be of 
greater benefit to the country than a 
rigid adherence to the terms fixed by the 
Debt Funding Commission. Whether 
this view will ultimately be accepted by 
Congress and the President is, of course, 
another matter. Although the debtor 
countries declared that it was not their 
intention to present a united front to 
America, the simultaneous presentation 
of their proposals indicates that this 
declaration was not correct. 

Possibility of saving the Geneva Dis- 
armament Conference from complete 
failure has been revived by proposals re- 
ceiitly made public by the French gov- 





ernment. These proposals are of such 
vital importance that the principles on 
which they are based and the major 
means for applying the principles are 
worthy of record. These follow: 

All the powers taking part in the 
work of the conference shall be called 
upon to establish in an effective manner 
the following principles, which are gen- 
erally recognized to be a necessary con- 
sequence of the pact for the renuncia- 
tion of war: 

(A) Any war undertaken in breach 
of the Pact of Paris is a matter of inter- 
est to all the powers, and shall be re- 
garded as a breach of the obligations 
assumed toward each one of them; 

(B) In the event of a breach or 
threat of breach of the Pact of Paris, 
the said powers shall concert together 
as promptly as possible with a view to 
appealing to public opinion and agree- 
ing upon the steps to be taken; 

(C) In application of the Pact of 
Paris outlawing war, any breach of that 
pact shall involve the prohibition of 
direct or indirect economic or financial 
relations with the aggressor country. 
The powers shall undertake to adopt the 
necessary measures to make that prohibi- 
tion immediately effective; 

(D) The said powers shall declare 
their determination not to recognize any 
de facto situation brought about in con- 
sequence of the violation of an interna- 
tional undertaking. 

The special organization for Europe 
which already has received a first re- 
alization in the Locarno treaties—which, 
it must be understood, must not be af- 
fected by any of the provisions of the 
present plan—will involve political ar- 
rangements and military arrangements. 

This organization entails in the first 
place their acceptance by a sufficient 
number of powers, regard being had to 
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their importance and geographical posi- 
tion: in order that the security of each 
of them should be insured in all circum- 
stances. 

The fundamental object of the polit- 
ical arrangements will be to define the 
conditions in which each of the states 
forming part of the European organiza- 
tion will be entitled to the co-operation 
of the other contracting states. 

(1) These arrangements will establish 
the right to assistance when a territory 
under the authority of one of the signa- 
tory powers is attacked or invaded by 
foreign forces. An aggression, as thus 
defined, cannot be taken to include cer- 
tain cases, such as the existence of an 
agreement to the contrary, the case of 
self-defense i. e. the repulsing of 
armed forces which have entered by 
violence the territory of the state which 
is defending itself), and action under- 
taken in execution of Article XVI of 
the Covenant of the League of Nations 
or specially authorized for any other 
reason by the Council or Assembly of 
the League. 

(2) The object of the assistance will 
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be to put an end to the aggression, and 
to create a de facto situation which will 
allow a fair settlement of. the conse- 
quences of the aggression. 

(3) The Council of the League of 
Nations will decide that assistance shall 
be given on simply ascertaining that an 
attack or invasion has taken place. 

In order to facilitate any steps that 
may be necessary to ascertain the facts, 
there shall be established in each of the 
signatory states a commission consisting 
of diplomatic agents and military, naval 
and air attaches accredited to the gov 
ernment of that state, the members of 
this commission being appointed by the 
Council of the League of Nations. Any 
state which believes itself to be threat- 
ened, or alleges that it has been attacked, 
may demand that the necessary measures 
be taken to establish the facts. 

The two great problems essential to 
world recovery are the debts between 
governments and the accomplishment of 
some measure of disarmament. These 
problems are closely related, for opinion 
in America is to the effect that it is un- 
reasonable to expect the United States 
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to make a reduction in the debts if at 
the same time the European countries 
refuse to lighten their burdens by a re- 
duction in offensive armaments. Great 
Britain and France are making a vigor- 
ous effort to bring about an agreement 
for such reduction. Upon the success 
of their efforts grave issues depend. 

Announcement is made of a consor- 
tium, to include British, French and 
German participation, the object being 
to aid European construction enter- 
prises. 

GREAT BRITAIN 


Fluctuations in the value of sterling 
have recently taken place, a considerable 
fall being promptly succeeded by a sur- 
prising recovery. Although the causes 
of these rapid changes have not been 
clear, they have been attributed to some 
withdrawal of support from the stabiliza- 
tion fund, accounting for the fall, and 
hopes of a postponement of payment of 
a large sum due to America on Decem- 
ber 15 as explaining the subsequent re- 
covery. An encouraging feature in the 
situation of late is the decrease in un- 
employment; and although this decrease 
is moderate, it indicates at least a tem- 
porary turn for the better. Whether 
the improvement can be maintained 
seems somewhat doubtful as a seasonal 
decline in building and some other in- 
dustries is reported. The new tariff ar- 
rangements made at the Ottawa Imperial 
Conference have received the sanction 
of Parliament, and their effects on 
British trade and finance will be watched 
with great interest. 


New Capital Issues 

For the ten months of 1932, according 
to a compilation made by the Midland 
Bank Limited, the new capital issues in 
the United Kingdom represented a price 
of £97,919,088, compared with £81,- 
564,654 for the same period in 1931. 
Only £47,000 of the issues for the ten 
- tangy of 1932 represented foreign 
Oans. 


Benefits of the Debt Conversion 


The favorable results of the recent 
successful debt conversion are thus sum- 


Crauelers Bank 
of 


Paris 





18 RUE DELA PAIX 
PARIS, FRANCE 


New York Representative 
40 WALL STREET 











marized by the Westminster Bank Re- 
view: 

The immediate results of the opera- 
tion are of impressive utility. A saving 
has been effected in the national ex- 
penditure of £29,000,000 per annum 
gross, and £22,000,000 net, equivalent 
to nearly 5d. in the £ of income tax. 
Between June 30 (the day before Mr. 
Chamberlain’s conversion announce- 
ment) and the beginning of October, 
the market value of long-dated British 
government stocks (excluding treasury 
bonds) rose by £130,000,000. If com- 
parison is made between present quota- 
tions and those prevailing a year ago, 
after Great Britain’s departure from the 
gold standard, the improved market 
capitalization of “the Funds” represents 
a total figure of no less than £810,000,- 
000. Within a few short months, 
British government credit has been com- 
pletely restored to a pre-war basis, for 
214% per cent. Consols, which on De- 
cember 31, 1913, were priced to yield 
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Backed by an experience of eighty years, and thoroughly familiar with 
local business conditions, we are in an exceptionally favorable position to under- 
take commercial banking, fiduciary and trustee business of every description in 


the Philippine Islands. 


With our Head Office in Manila, conceded to be the chief distributing center of 
the Far East, and with connections extending all over the world, amongst which 
are the strongest and best known foreign banks, we are prepared to act as an 
intermediary in the dealings between foreign centers and a country which, like 
the Philippines, is developing rapidly and offers considerable opportunities to the 


foreign exporter, merchant, and investor. 


Careful and close attention given to the collection business of foreign banks. 


Inquiries and correspondence invited. 


Che Bank of the Philippine Islands 


ESTABLISHED 1851 
AUTHORIZED CAPITAL, P10,000,000.00 
CAPITAL FULLY PAID AND RESERVES, OVER P7,000,000.00 
(ONE U. 8S. $=TWO PESOS) 


Cable Address: 
BANCO 


HEAD OFFICE: 
10 Plaza Cervantes, Manila 


Branches in CEBU, ILOILO and ZAMBOANGA 


FULGENCIO BORROMEO . . 
RAFAEL MORENO 


P. J. CAMPOS 

D. GARCIA 

S. FREIXAS . 

J. M. GARCIA 

V. J. JIMENEZ 


£3 9s, Od. per cent., were quoted at the 


beginning of this month (October) on 


a basis of £3 8s. Od. per cent. 


FRANCE 


Struggling, like most countries, with a 
Treasury budget, France now hopes that 
its recent budget may provide a slight 
surplus for 1933. Whether this hope 
will be fully realized or not must depend 
upon conditions in trade and industry 
which will affect revenue receipts, and 
the ability to keep expenditures within 
the estimates. An interesting feature of 
the new budget is the reduction from 39 
per cent. of total expenditures in 1913 
to 24.2 per cent. 


GERMANY 


While the result of the recent election 
in Germany showed a reduction in the 
number of Hitler members of the 
Reichstag, it did not materially alter the 
mixed complexion of that body. Before 
the election it was the opinion that the 
Hitler movement had already passed the 
peak of its popularity, an opinion which 
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appears to have been sustained by the 
substantial loss of that party’s members 
of the Reichstag. 

The first six months of the fiscal year, 
which began on April 1, brought in tax 
receipts to the Reich of 3,352,890,000 
marks, or almost 500,000,000 less than 
in the same period in 1931, and 380, 
000,000 less than half the budget _ 
mates for the whole fiscal year 193 
If the second half of the year shows ‘the 
same falling off, the result will be a 
deficit for the twelve months of 750, 
000,000. But since trade conditions may 
be better in the last six months, and 
since there will be additional income 
from new taxes, the deficit may fall be- 
low this figure, though in any event it 
promises to be substantial. 


ITALY 


A better general tone prevails in the 
Italian situation, except in those dis 
tricts which are directly dependent upon 
shipping, such as Geneva and Trieste. 
The record wheat crop, assuring smaller 
imports next year, together with the 
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generally good agricultural outlook; the 
continued improvement in the gold posi- 
tion of the Bank of Italy and the reduc- 
tion in interest rates, easing the loan 
market; the strength of Italian securities 
abroad and the record height of the 
domestic bond index; the private absorp- 
tion of the 100,000,000 lire issue of the 
National Share Institute; the govern- 
ment’s policy of stabilizing the unem- 
ployment position through public works; 
the prospects of the adoption of a forty- 
hour week—all these factors are assisting 
in strengthening confidence. Trade, 
however, is very slow, with exports ex- 
ceeding imports; small bankruptcies con- 
tinue; collections are extremely difficult 
and credits hard to obtain. Savings ac- 
counts continue to increase. The foreign 
trade balance is steadily improving but 
on greatly diminished operations. Re- 
cently imposed special import taxes on 
French goods and restrictions on pay- 
ments for imports from Germany and 
Yugoslavia, unless soon modified, will 
reduce further trade with those coun- 
tries. The position of the leading banks 
is better and the Bank of Italy is stead- 
ily strengthening its reserves. The cur- 
rent budget deficit now amounts to 
1,000,000,000 lire. 


HOLLAND 


From the Financial and Economic Re- 
view, issued by the Amsterdamsche 
Bank, the following information is 
gleaned regarding conditions in The 
Netherlands: 

Imports during the first eight months 
of 1932, exclusive of gold and silver 
coins and bullion, amounted to 868,342,- 


000 florins, compared with exports 
totalling 547,548,000 florins, so that the 
balance of imports was 320,794,000 
florins. Compared with the same period 
in the three preceding years there has 
been a severe setback in the value both 
of imports and exports. In comparison 
with the previous year the decline in 
exports was more pronounced than that 
of imports; exports having fallen by 
about 39 per cent. and imports by about 
33 per cent. The decline in prices is 
largely responsible, though more in the 
case of exports than imports. In terms 
of tonnage exports and imports were 
both about 20 per cent. lower than dur- 
ing the corresponding period of the 
previous year. 


The Netherlands Bank 


Gold reserves of The Netherlands 
Bank have increased to an amount 
greater than the notes in circulation, the 
gold cover on a recent date being 106 
per cent. The bank notes in circulation 
have decreased, but the item “other 
debts” shows an increase. This item 
represents the balances which other 
banks, and the state, have with the 
Nederlandsche Bank. No interest is 
paid on these balances, and their very 
considerable total is an indication that 
no profitable use for the money can be 
found in trade and industry. The 
steady decrease in the total amount of 
bills discounted is another fact which 
compels attention. It can hardly awaken 
surprise, however, as the difference be- 
tween the.bank rate of the Neder- 
landsche Bank (21/4 per cent.) and the 
rate of private discount is so great that 
only in cases of utter necessity is any use 
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Collecting Drafts on Ecuadorian Places 


Many Ecuadorian merchants request their American manufacturers to send their collections 
through La Previsora Bank, and many American representatives, upon visiting our Bank, have 
recommended the use of our Collection Department to their firms. 

Our Collection Department, operated by a special manager and staff, is capable of serving 
you with the maximum of promptness and accuracy. 

This Bank is the most active in Ecuador, 
holds: 
of total banking deposits in Guayaquil, 

39.0% of total banking 
49.0% of total eligible notes discounted, 
which indicates a thorough and intimate knowledge of practically all merchants in this country. 

Our Collection methods are based on American standards and insure for you the same 

accurate and efficient service to which you are accustomed in the United States. 


LA PREVISORA NATIONAL BANK OF CREDIT 


statement of the Superintendent of Banks, 
50.4% 


and, according to the September 30, 1931, 


cash resources, 
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made of the facilities offered by the 
central banking institution. 


POLAND 


The government budget for the fiscal 
year 1933-34, submitted to the Diet 
on November 3, shows the following 
estimated revenues and expenditures (in 
zlotys) : 


REVENUES 
Administrative revenues and 
taxes 
State enterprises 
State monopolies 
Other revenues 


1,309,180,230 
102,647,920 
661,171,000 
16,000,000 


Total ,088,999, 150 
EXPENDITURES 
Ordinary expenditures .... 
Extraordinary expenditures 
State enterprises 


2,369,952,041 
70,041,140 
9,904,000 


2,449, 897, 181 


In comparison with the budget for the 
current fiscal year, administrative reve- 
nues have been decreased by 219,055,000 
zlotys (14.3 per cent.); revenues from 
state enterprises by 50,618,000 zlotys 
(33 per cent.); and from monopolies by 
34,686,000 zlotys (5 per cent.). 

It is the aim of the government to 
effect balancing of the budget by reduc- 
tion of expenditures and an increase in 
the national income without additional 
taxation. 

CZECHOSLOVAKIA 


The Czechoslovak budget for the 
fiscal year ended December 31, 1931, 
closed with a deficit of 312,000,000 
crowns ($9,360,000), according to the 
final statement submitted to Parliament 
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by the Minister of Finance. Expendi- 
tures amounted to  12,260,000,000 
crowns ($367,800,000) and revenues to 
11,948,000,000 crowns ($358,440,000), 
including extraordinary receipts of 1, 
657,000,000 crowns from state enter: 
prises, particularly the tobacco monop- 
oly, not included in the budget. 


NORWAY 


From the Monthly Report of the Bank 
of Norway it is learned that the statis 
tics of the Norwegian foreign trade 
show from a foreign exchange point of 
view a continuously favorable develop- 
ment, as the surplus of imports for the 
first eight months amounts to 76,400,000 
kroner only, as against 262,100,000 and 
213,900,000 kroner respectively, Jan— 
Aug., 1931 and 1930. In August this 
year the surplus of imports attained 
1,500,000 kroner only, the lowest figure 
on record. The national accounts for 
the fiscal year 1931-32 show a total 
deficit of approximately 35,500,000 
kroner. The revenues failed by 12,000, 
000 kroner, and expenditure was about 
23,500,000 kroner higher than _ esti 
mated. Total expenditure for the fiscal 
year 1931-32 attained 397,100,000 
kroner. The budget for 1932-33, as 
voted by the Storting, balances with a 
total expenditure of 376,600,000 kroner. 
According to the report of the director 
of agriculture the year must, as a whole, 
be characterized as one of the best agri 
cultural years on record. 


DENMARK 


The Monthly Review issued by Den 
Danske Landmansbank contains the fol- 
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lowing information in regard to Den- 
mark: 

The 1931 report of the industrial pro- 
duction for the year, compiled by the 
statistical department of the state, has 
recently been published and from this 
we quote the following information: 

The index of production, in which the 
1927 figure is 100, showed the following 
figures for the last three years: 


117 
Pa 
17 


While in 1930 the production had 
been on the increase, it was reduced in 
1931 by 8 per cent., and thus came 
down to the same figure as in 1929. The 
total increase of production since 1927 
was 17 per cent. 

Of the eight groups into which the 
industrial trades have been divided, three 
showed an increase during 1931, i. e., 
the woodworking industry, the textile 
industry and the technical chemical in- 
dustry. On the contrary the two big 
groups, the iron industry and the stone, 
clay and glass industry, which in previ- 
ous years had increased more than any 
other groups, declined by as much as 
19 per cent. and 15 per cent. respec- 
tively. 

While, as stated, the total production 
in 1931 was 17 per cent. above the 1927 
figure, the number of laborers employed 
was only increased by 11 per cent., and 
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accordingly the endeavors towards at- 
taining an increase of the quantity pro- 
duced per laborer were successful. 

As was to be expected the economic 
crisis has affected Danish industrial ex- 
ports to a fairly appreciable extent, in- 
asmuch as the value in the first half of 
1932 was about 22 per cent. less than in 
the corresponding period of 1931. 

As a consequence of the crisis experi- 
enced by the shipping trade everywhere, 
the sale to foreign countries of ships met 
with great difficulties, and the sale of 
machinery was not much better, being 
hampered by the disinclination in all 
countries to start new concerns or ex- 
tend existing ones. 

In spite of the numerous difficulties a 
substantial number of Danish industrial 
concerns succeeded in maintaining their 
exports during the first half of 1932, 
and for the following articles an increase 
was even attained in comparison with 
last year: vegetable and animal oils, 
condensed milk and cream, milk powder, 
preserved meat, cattle food, refrigera- 
tors and chinaware. 


JAPAN 


The general outlook for business in 
Japan is unchanged, except weakness in 
yen exchange ($0.2045 on November 
7) is hastening additional purchases of 
raw materials and reacting to in hand 
facilitating export trade. The adverse 
trade balance for this year is expected to 
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be lower than last year’s total of 88,694,- 
000 yen. Exchange stabilization meas- 
ures are being studied but no immediate 
action is anticipated. The Hitsui Com- 
pany review of operating conditions of 
1250 banks and companies during the 
first six months of this year indicates a 
6 per cent. return on paid-up capital. 
Bank deposits are up, but postal savings 
have declined 50,000,000 yen since 
August. Loans are down. There is in- 
creased activity in debentures and for- 
eign bonds. Commodity and security 
prices are moving up. The Industrial 
Control Law, which purports to control 
industrial associations and curb unjust 
price maintenance, will be applied to 
foreign corporations, mainly petroleum 
concerns. 

Further information, as given below, 
is obtained from the annual address of 
Gengemon Mitsui, president of the 
Mitsui Bank Limited: 

“The foreign trade for the half year 
amounted to 1,366,000,000 yen in the 
total of exports and imports, with an 
unfavorable balance of 266,000,000 yen, 
thus showing increases of 98,000,000 yen 
in the total and of 153,000,000 yen in 
the balance, as compared with the cor- 
responding period of last year. This is 
accounted for by shrinkage in exports 
of raw silk and other merchandises, as 
well as gains in imports of cotton, iron, 
wheat, etc. 

“The money market, following the 
heavy outflow of gold in the previous 
term and due to the operations of con- 
verting money into merchandise and 
shares under stimulation of the ban on 
gold, showed no relaxation until the 
middle of the period, but as the interim 
recovery of business vanished, it gradu- 
ally eased off under the inflationary 
policy of the government. In the mean- 
time, the bank rate was lowered twice 
and the term closed very quiet with no 
sign of tightness. 

“The security market continued inac- 
tive for the first quarter, under the pres- 
sure of money stringency and in antici- 
pation of the increasing government 
issues, but owing to the later easiness of 
money, the government bonds rallied in 


—. 


price, while the capital flotation, over- 
shadowed by the cautious attitude of the 
public against long-term investments, in- 
dicated no favorable development. The 
aggregate of the government and corpo- 
rate issues, except non-public subscrip- 
tions, reached 579,000,000 yen, but ex- 
clusive of the short-term treasury bills, 
would amount only to 241,000,000 yen, 
a decrease of 106,000,000 yen compared 
with the last term. 

“The yen exchange, starting the new 
year at $343/,, advanced to $371/, in 
mid-January upon pessimistic informa- 
tion regarding the American economic 
situation, but soon pursued the down- 
ward course, affected by the Shanghai 
incident and the seasonal increase of cot- 
ton import. The unfortunate death of 
the late premier in May and the result- 
ant change of cabinet further depreci- 
ated the exchange to $3034, and the 
downward trend, though once checked 
by the rumor of the United States sus 
pension of the gold standard, continued 
until the lowest was touched at $26l/, 
with a slight recovery to $2714 at the 
end of the term. Silver, quoted at 
203 /16d. at the beginning of the year, 
remained weak for the most part of the 
period, owing to poorer demands from 
both China and India, and also under 
influence of comparative steadiness in 
the sterling exchange, thus ending the 
term at 165/ed. 

“Coming to the figures on the balance 
sheet of the bank, the total deposits 
stood at 620,760,000 yer, showing a re’ 
cession of 16,680,000 yen in comparison 
with those of the previous period. Loans 
and discounts, excluding call loans, 
amounted to 441,250,000 yen, which 
meant a gain of 6,250,000 yen over six 
months ago, while foreign bills pur: 
chased increased by 970,000 yen to 34, 
790,000 yen. 

“As to the net profit for this term, I 
am pleased to state that a fairly good 
result was obtained, owing to the pre’ 
vailing higher levels of interest rates.” 


ARGENTINA 


The continuing satisfactory crop out’ 
look has failed to sustain business senti’ 
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ment which is reflecting the decline 
registered in cereal and wool prices and 
the fall in sterling exchange. Uncer- 
tainty as to the future effects of the 
Ottawa Conference and restrictive meas- 
ures by other European nations on the 
country’s export trade has added to the 
prevailing tone of pessimism. October 
imports increased but exports declined 
seasonally and as a consequence ex- 
change was scarcer. A recently com- 
pleted unemployment census showed 
334,000 persons out of work of whom 
87,000 were located in the city of 
Buenos Aires. Imports during the first 
nine months of 1932 were valued at 
276,100,000 gold pesos, representing a 
decline of 33.5 per cent. as compared 
with the same period last year. Exports, 
however, were fairly well maintained. 
Between January 1 and September 30, 
1932, exports to the value of 456,300,- 
000 gold pesos left the country. 


BRAZIL 


The sudden termination of the civil 
war early in October relieved the feel- 
ing of suspense which had gripped com- 
mercial interests during the period of 
disturbance, and opened the way to a 
resumption of communication and trade 
with the erstwhile isolated state of Sao 
Paulo. A number of major problems, 
however, remain to be resolved before 
any appreciable improvement in the 
country’s economic situation can take 
place. Following sporadic outbreaks of 
discontent in Sao Paulo, subsequent to 
the declaration of peace, conditions in 
that area have reached a state of relative 
tranquillity, with shipments of coffee 
again moving out through Santos. Im- 
porting throughout the republic, how- 
ever, is still held down to a minimum by 
reason of the scarcity of exchange, not- 
withstanding the fact that stocks in 
many lines are practically exhausted. 
To relieve the suffering from drought 
in the northern states the national gov- 
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Buy CHRISTMAS SEALS 


UOUAUETUADEAUENEAUEAUEAEAEADEAUAUOALEOUEOAA TAD EAT AAA EAA AU TAU EAAA AULA NEAT AUT A NEHA 


ernment issued a decree authorizing the 
opening of an extraordinary credit in 
favor of the Federal Ministry of Trans- 
portation and Public Works of 54,000 
contos for expenditures for personnel 
and material for relief activities. A 
further outstanding enactment was the 
issuance of a decree authorizing the 
state of Sao Paulo to issue bonds to a 
total of 220,000 contos to be accepted 
by the Bank of Brazil as guaranty for a 
credit to the state of an equal amount 
for retirement of paper currency issued 
by Sao Paulo during the revolution. Re- 
ceipts from federal import duties are re- 
ported to be running considerably below 
budgeted estimates, late reports indicat- 
ing that from January to September the 
deficiency amounted to 38 per cent. 
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Part and Parcel 


of CANADA’S Growth 


The Bank of Montreal, Canada’s oldest bank, 
with large resources and a far-flung organization, 
has been part and parcel of Canada’s progress for 


II5 years. 


Today it gives dependable banking 


service in every important Canadian community. 


The bank is equally well equipped to serve American banks, busi- 
ness men and corporations having financial transactions with Canada. 


BANK OF MONTREAL 


Established 1817 


Total Assets in Excess of $700,000,000 


HEAD OFFICE: MONTREAL 


NEW YORK: 64 Wall St.; CHICAGO: 27 South La Salle St.; SAN FRANCISCO: 333 California St. 


Current Conditions in Canada 


. | “HE crop report, issued by the Bank 
of Montreal, states that, taken as a 
whole, the principal field crops of 

Canada have seldom attained such total 

volume as during the present season or 


been of a higher quality. Yields were 
generally satisfactory in each of the 
provinces, despite sectional reverses due 
to weather conditions or other causes. 
A preliminary estimate of the Dominion 
Bureau of Statistics placed the total yield 
of wheat in the Prairie Provinces at 
446,000,000 bushels, but from latest re- 
ports a total of around 415,000,000 
bushels is now anticipated. Even so, 
the yield is well in excess of the ten-year 
average and the largest crop since 1928. 
Last year’s prairie crop was approxi- 
mately 300,000,000 bushels. The wheat 
marketed to date has graded exception- 
ally high and tests indicate that the high 
protein content will be maintained. The 
Western oat crop is estimated at 274,- 


000,000 bushels, against 183,700,000 
last year; and the barley crop at 70,- 
000,000 bushels, as compared with 50,- 
500,000. In Quebec crops of the main 
staples have been good and in Ontario 
they have been heavy, although in both 
provinces potatoes are below average. 
In the Maritime Provinces crops have 
done well, with again the exception of 
potatoes, Nova Scotia also recording a 
30 per cent. loss of the apple crop due 
to storms. In British Columbia crops 
generally have been above the average. 


CANADIAN BANK OF COMMERCE 


This institution, in its Monthly Com- 
mercial Letter, reviews the progress of 
the Dominion in the last ten years, and 
from this review the following extract is 
taken: 

“We turn our attention now to the 
question of whether the living and work- 
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FOREIGN BANKS ARE 





ing conditions of the farmers, as meas- 
ured by some of their equipment, has 
improved in the last ten years. The 
number of automobiles and motor trucks 
on farms more than doubled in all 
Canada and in each province, and in 
1931 there was one automobile for every 
2.27 farms. The number of farms re- 
porting tractors increased from 43,578 
in 1921, to 97,176 in 1931, or 123 per 
cent. This is a corollary of the increase 
in the size of the average farm. The 
number of gasoline engines is not avail- 
able for 1921, but the number of farms 
reporting this equipment increased from 
136,632 in 1921 to 155,655 in 1931, or 
14 per cent. The comparison with 1921 
in power farming ends here, but the 
1931 reports make it clear that mechani- 
cal farming, apart from the use of trac- 
tors and gasoline engines, was practised 
on a large scale in that year, for there 
were then 431,000 binders, 75,000 
threshing machines, and nearly 9000 
combines on farms, mostly of course in 
the western grain belt. There are indi- 
cations that the agricultural community 
moved either too far or too quickly in 


this direction, but such a change in prac-. 


tice was undoubtedly instrumental in 
reducing labor costs between 1921 and 
1931 by 25 per cent. for all Canada, 
and by nearly 50 per cent. in Manitoba, 
43 per cent. in Saskatchewan, and more 
than one-third in Alberta. In 1931, for 
the whole of Canada, one farm in six 
had a radio, one in three had a telephone 
and one in twelve had water piped to 
the house. Most farmers must, in fact, 
find the automobile, the radio, and the 
telephone boons that they would give up 
only in case of dire necessity. 
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BANKERS INVITED 


INVITED TO CORRESPOND WITH 


The Central Bank of India, Limited — 
Bombay (India) 


UR close contact with the commercial activities with five 
Offices in the City and various Branches in other parts of | 
India, puts us in the best position to serve you. | 


S. N. POCHKHANAWALA, Managing Director 





















“To sum up, agriculture has been 
standing still, or even falling behind, in 
the Maritime Provinces, but advancing 
slowly in the Central Provinces, and 
progressing rapidly in the West. This 
movement westward has been the experi- 
ence, not only of Canada, but of all 
civilized countries, from the earliest 
times to the present day. There has 
been a trend towards greater urbaniza- 
tion of the population. Dairying, and 
hog and poultry production have tended 
to increase; this is a healthy develop- 
ment, and had it been carried on more 
extensively in the past, Canadian agri- 
cultural practice would today be more 
in line with the world demand for farm 
products. Finally, we may conclude, 
that with 60 per cent. of her agricul- 
tural estate unoccupied, Canada still 
affords ample room for that part of the 
surplus population of other countries 
seeking new land to cultivate.” 


ROYAL BANK OF CANADA 


In its Monthly Letter the Royal Bank 
publishes a comprehensive study of the 
future course of the foreign trade of the 
Dominion by Donald M. Marvin, who 
thus concludes his observations: 

“It is not the purpose to suggest the 
extent to which the flow of trade will 
be shifted by the various tariff changes 
of the past three years. It seems prob- 
able that there are forces at work, suffi- 
ciently complex and powerful, to make 
great changes in the routes of world 
trade. As Canada makes new agree’ 
ments with countries, both within and 
without the Empire, there will be cor- 
responding changes in the sources of 
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many of our imports. It is becoming 
more and more clear that such arrange- 
ments are to be made on a reciprocal 
basis and that a larger proportion of im- 
ports than in the past will come from 
countries which accept Canadian prod- 
ucts in return. For the world as a whole 
there can be little doubt that close bar- 
gaining will not produce as large a 
volume of trade as would result from a 
free interplay of natural economic 
forces. For the Empire, and particularly 
for Canada, this same statement does 
not seem to be necessarily true. To a 
very considerable extent it would seem 
that Canada could supply her own re- 
quirements from Empire sources, even 
though she were cut off from a large 
proportion of her trade with the rest of 
the world. If the peak of the move- 
ment toward higher tariffs was reached 
at the Ottawa Conference, and if the 
world from this time on comes to a 
clearer understanding of the dire conse- 
quences which follow upon trade re- 
strition, the conference may eventually 
be considered a major turning point in 
economic history. 


“As to whether present developments 
are merely part of the psychological 
reaction to post-war conditions, and 
particularly to the depression, it is too 
early to forecast. Empire countries 
produce a surplus of a wide variety of 
products. If they cannot sell these to 
other parts of the world it is certainly 
essential that they sell them within the 
Empire. It is only in this manner that 
the standard of living can be maintained 
at anything like the level which now 
exists.” 


BANK OF MONTREAL REPORTS 
TRADITIONALLY STRONG 
POSITION 


THE Bank of Montreal annual statement for 
the fiscal year ended October 31, 1932, 
shows that the bank has been able readily to 
maintain its traditionally strong position.: The 
ability to do so, especially under the general 
conditions that prevailed, will bring a feeling 
of confidence to the Canadian public and it 
should at the same time afford a full measure 
of satisfaction to the many shareholders of 
the bank. 

With the lessened activity in trade and 
industry, a number of the accounts show a 
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reduction as compared with the previous 
year, but in every instance the decrease has 
been very moderate in view of the conditions 
which have existed. On the other hand, 
funds have found employment for the time 
being very largely in government and other 
bonds and debentures. At the same time 
there are substantial additions to reserves in 
the holdings of cash in the vaults of the bank 
and in the central gold reserves. 

This development indicates that just as 
soon as there is a revival in business the 
bank will immediately be in a position to 
take care of the increased requirements of 
its customers. 

In the meantime there will be throughout 
Canada a reassuring feeling of confidence in 
the bank’s strong liquid showing. 


LARGE LIQUID ASSETS 


The annual statement is presented in easily 
understandable form. It shows total assets 
of $769,166,272, as compared with $794,- 
523,333 at the end of the previous year. In- 
cluded among these are quickly available re- 
sources of $439,768,506, equal to 63.46 per 
cent. of all liabilities to the public. They 
are up from $417,406,508 a year ago. 

As was to be expected, the principal ac- 
counts in the quickly available reserves are 
represented by government and other bonds 
and debentures, of a value of $266,729,664 
up from $236,433,817 a year ago. Cash on 
hand and in central gold reserves stands at 
$84,976,182. 

During the period there has been a steady 
reduction in call loans, with the result that 
call loans outside of Canada are down to 
$20,071,135 from $28,252,802, while call 
loans in Canada now stand at $5,157,690, 
against $9,243,921 at the end of the previous 
year. 


CURRENT BUSINESS QUIETER 


As a result of the lessened activity in in- 
dustry and trade generally, current loans 
continued to recede from the higher levels of 
more active years and now stand at $302,- 
931,269, as compared with $348,525,148 a 
year ago. 

Deposits continue at a healthy level and 
would seem to indicate a desire on the part 
of Canadian depositors to maintain ample 
savings ac¢counts during difficult periods. 
Total deposits are reported at $648,832,663 
and compare with $669,047,251. 

A particularly interesting feature of the 
report is that it shows total assets of $769,- 
166,272 with which to meet payment of all 
liabilities to the public of $693,005,318, 
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leaving an excess of assets over liabilities to 
the public of $76,160,954. 


PROFIT AND LOSS ACCOUNT 


The profit and loss account reflects the 
smaller amount of business offering during 
the year. Total profits were $4,663,100, as 
compared with $5,386,379 in the previous 
year. The distributions made from profits 
were: dividends to shareholders $3,960,000; 
provision for taxes Dominion government 
$457,671;- reservation for bank premises 
$100,000, leaving a balance to be carried 
forward of $145,429. This amount, added 
to the balance of $1,103,427 carried forward 
at the end of the previous year, brought the 
total balance at the end of the fiscal year to 
$1,248,856. 


BANK OF MANHATTAN OPENS 
EIGHTY-FIRST OFFICE 


THE Bank of the Manhattan Company has 
opened its eighty-first office at 3022 Church 
avenue, Brooklyn, the former site of the 
Lincoln Savings Bank. Charles A. Wege, 
Jr., has been appointed manager. 


ROME C. STEPHENSON 
HONORED 


At the centennial celebration of Wabash 
College, Rome C. Stephenson, former presi- 


dent of the American Bankers Association 
and vice-president of St. Joseph County Sav- 
ings Bank, South Bend, Ind., was presented 
with the honorary degree of doctor of laws. 

Carroll Ragan, former president of the 
Financial Advertisers Association and for 
many years publicity manager of the United 
States Mortgage and Trust Company, New 
York, is the composer of the Wabash alma 
mater song “Old Wabash” and took a 
prominent part in the musical program at 
the recent centennial celebration. 


REVENUE FROM 3-CENT BEER 
TAX ESTIMATED AT 
$3'70,000,000 


Tue full benefit of taxes from the sale of 
beer if Congress relegalizes such sales might 
reach $370,000,000 a year, according to a 
study made by Moody’s Investors Service. 
The probable consumption of beer is placed 
at fifteen gallons per capita annually, or 
about 75 per cent. of that prior to the war. 





The Imperial Bank of Persia 


many changes in the Middle East, 

but none more profound than that 
which has taken place in Persia. Under 
the guidance of the present illustrious 
ruler national life has taken on a new 
aspect. The lethargy of centuries has 
been shaken off and today Persia has 
taken her place in the comity of nations. 
Many of the changes and reforms have 
conflicted with deep-seated tradition 
and it has required the greatest tenacity 
of purpose to carry them through. 

A national army has been created, re- 
calcitrant tribes subjugated, communica- 
tions built and restored, and the cur- 
rency reorganized. Work has at last 


Ts post-war period has witnessed 


begun on the long-talked-of Trans-Per- 
sion Railway, and ports have been con- 
structed at the northern and southern 
terminal points from whence the rails 
are being laid towards a central junc- 
tion. By a trade monopoly law imports 


are being controlled and efforts made to 
stimulate industry and manufactures 
and to produce in part what was form- 
erly purchased abroad. The varied 
climatic conditions permit of the pro- 
duction of almost every staple product 
and the mineral resources of the country 
are as yet practically untapped. There 


is thus every opportunity of realizing 
this great national plan. 

This remarkable progress has created 
considerable outside interest in Persia 
and a few remarks on one of the lead- 
ing financial institutions of the country 
may not therefore be out of place. 

In the year 1889 Nasr-ed-Din Shah 
granted to Baron Julius de Reuter a 
concession to found a State Bank in 
the Persian Empire under the name of 
“The Imperial Bank of Persia.” 

The term of the concession was sixty 
years, dating from January 27, 1889, 
and the bank was granted the exclusive 
right of issuing notes during that period. 
The capital was fixed at £1,000,000— 
with powers to increase it to £4,000,000. 
It was issued in 100,000 shares of 
£10/— fully paid with a reserve liabil- 
ity to the proprietors of £1,000,000. A 
royalty of 6 per cent. was payable to 
the government on the yearly net profits 
of the bank. 

A Britiish royal charter was granted, 
and the bank commenced operations in 
1889. 

In the early nineties the catastrophic 
fall in the value of silver occurred. The 
bank’s capital was then fully employed 
in Persia and earning profit, neverthe- 


Two views of the main entrance and a side view, Imperial Bank of Persia. 
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Central hall, Imperial Bank of Persia. 


less the directors faced the fact that if it 
were desired to withdraw their capital 
a considerable deficit would ensue. It 
was decided, therefore, to write down 
the capital to a figure consonant with 
the value as it then stood in Persia and 
it was accordingly written down in 1895 
to £650,000—at which figure it stands 
today. 

The operations of the bank, other 
than the note issue were not prescribed 
by law or the concession and have al- 
ways conformed to accepted banking 
practice and the needs of the country. 
The aim of the bank throughout its 


existence has been to foster the trade of 
of the country to another, which move- 
ment. 

In the days when communications 
were not what they are today the bank 
rendered inestimable service in the trans- 
fer of ‘revenues from distant provinces 
to the capital and conversely the remit- 
tance of funds. The seasonal migration 
of Nomadic tribespeople resulted in 
large movements of specie from one part 
of the country to another, which move- 
ments were readjusted to the country’s 
needs through the intermediary of the 
bank. Modern means of transport have 
reduced such specie movements to the 
duration of a week or less but it is not 
long since the bank’s specie caravans 
were moved by animal transport and it 
was a commonplace to see mules or 
camels carrying specie about the coun- 
try. The duration of such specie move- 
ments was anything from one week to a 
month. 

The war period furnished a striking 
proof of the soundness of the bank’s or- 
ganization. The armies of three coun’ 
tries entered Persia. Two required 
financing and the third on at least two 
occasions took what it required. Secu- 
rity was further menaced by the action 
of some of the more powerful tribes who 
seized the opportunity offered by the 
general upheaval to side in warfare 
with one or the other of the protagonists 
or to oppose their own government. 
Throughout these difficult times the 
bank ably acquitted itself and the meas 


Front view and detail of the brick and tile work over the main doorway, Imperial 


Bank of Persia. 
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ASSETS 


Cash in hand, at bankers and in transit and money at call and short 


notice and bullion 


Investments in British government and other securities taken at or 


under prices ruling at March 20, 1932 


£2,256,089— 


*3,354,208— 9— 4 


Bills discounted, loans and advances, past due bills, adjustments and 


sums due from other banks 


Bills receivable 


Liability of customers for acceptances, etc., as per contract 


Bank premises, furniture and stationery 


2—10 
7— 2 
1— 0 
8— 2 





£7,060,453—15— 7 





*This includes £50,000 Funding Loan deposited at Bank of England under government 


regulations. 


LIABILITIES 


Capital : 
99,800 Ordinary shares of £6—10—O 


200 Founders shares of £6—10—O 


£650,000— 0— 


Amount received from the Persian government for surrender of note 


issue 
Reserve account 
Notes in circulation 


Current and fixed deposits, etc. ........... 


200,000— O— 
690,000— O0— 
1,413,464—15— 
2,555,647— 8— 


Bills payable, provision for contingencies, endorsements, adjustments 


and sums due to other banks 
Acceptances, etc., on behalf of customers 
Profit and loss account 


1,379,834— 3— 
80,420— 1— 
91,087— 7— 


£7,060,453—15— 7 





ure of its service can be gauged from 
the fact that the financial service of the 
country suffered no interruption. 

The bank maintains branches in all 
the important towns in Persia as well 
as in Bombay, Bagdad and Basra. 

In 1928 it was decided that the 
premises in Teheran, so well known to 
travelers for the beauty of their tile 
work, were inadequate to the needs of 
the bank and a new office was planned. 
The new office was completed in 1930. 
It is Sassanian in character and con- 
structed on the most modern lines and 
is an embellishment to the great central 
square of the city. 

The present-day operations of the 
bank consist of: Buying and selling in- 
land and foreign exchange, current and 
deposit accounts, bankers’ credits, issu- 
ance of letters of credit and travelers’ 
checues, loans and overdrafts, inland 
discounts, documentary and clean col- 
lections, collection of notes, coupons and 


credit instruments, safe deposits, Persian 
government loan service. 

The bank has correspondents in all 
the principal countries of the world and 
is well equipped to meet all the demands 
of modern business. 

With regard to the note issue granted 
under the concession: 

In 1930 the government decided to 
reform the currency and in order effec- 
tively to proceed to that end deemed it 
essential that they should be in a posi- 
tion to issue their own notes. The bank, 
with due regard to the interests of its 
shareholders and following its time-hon- 
ored policy of offering every assistance 
to the government, acquiesced in the 
view expressed. Negotiations followed 
and in May, 1930, a settlement was 
concluded. In consideration of a sum 
of £200,000—paid by the imperial gov- 
ernment to the bank on March 20, 1931, 
the. bank relinquished its right to issue 
notes payable to bearer. Further the 
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government canceled the obligation of 
the bank to pay royalty on its profits 
and also abolished the office of the im- 
perial high commissary. 

The notes in circulation were to be 
withdrawn by March, 1931, but at the 
request of the government the with- 
drawal was postponed until September, 
1932. 

Persia has not escaped the conse- 
quences of trade depression, but she has 
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faced facts squarely and by restricting 
her imports to the figure of her exports 
is maintaining a sound economic equi- 
librium, and by the valiant efforts she is 
making to encourage home industries 
will be in a position when better times 
come to contribute to the world’s mar- 
kets. 

The last balance sheet of the bank, 
made up to March 20, 1932, is set out 
on page 647. 


Central Bank for New York Savings, Banks 


savings banks of New York State 

are in process of formulation. A 
recent bulletin of the Savings Bank As- 
sociation outlines the present situation 
as follows: 


Pere for a central bank for the 


The name tentatively selected for the pro- 
posed bank sis “The Mutual Savings Bank of 
the State of New York.” Other suggestions 
will be welcomed by the committee. 

The new institution would have nominal 
capital funds of $1,000,000 to $1,500,000 
when established, with possibilities of expand- 
ing the resources to $150,000,000. This 
initial fund would represent one-fortieth of 
1 per cent. of the total savings bank de- 
posits in the state of over $5,225,000,000, if 
all the banks subscribe, as expected. The 
proposed institution would be non-competi- 
tive with other financial institutions. 

The plan calls for an amendment to the 
banking law which would “authorize the 
formation of a new corporation owned and 
controlled by the savings banks of New York 
State.” It will also act as a clearing house 
of information regarding investments and 
banking procedure and will constitute an 
agency to provide funds for any savings bank 
needing cash to meet unusual demands from 
its depositors. 

Proponents of the plan specifically point 
out that the existence of the institution will 
not guarantee savings bank deposits and that 
it will not conflict with any existing bank, 


whether a bank of discount or a trust com- 
pany. 

According to the plan the smallest savings 
bank will have as much voice as the largest, 
since each bank has only one vote. The 
management of the proposed institution will 
be vested in a board of seven governors 
elected from the five savings bank groups in 
the state. The three upstate groups, which 
have 20 per cent. of the total deposits, will 
have over 40 per cent. representation on the 
board. 

The plan states that there may be an ex- 
ecutive committee and other committees of 
the corporation, but no committee shall have 
the power to make calls for funds on member 
banks. 

The plan is an outgrowth of an informal 
“Mortgage Liquidity Fund Plan” which was 
organized and put into effect last year. Under 
this plan practically all the state savings 
banks agreed to accept mortgages from a 
participating institution as collateral for im- 
mediate advances, in order to make it un 
necessary for a bank to sell at a loss other 
easily negotiable securities to meet depositors’ 
demands. 

The governing board of the bank, with 
the exception of the treasurer, will serve 
entirely without pay. The offices of the bank 
will be in the headquarters of the association. 
New York City has been selected for the 
head office of the institution because every 
savings bank in the state has a New York 
City depository where funds can be immedi- 
ately placed to its credit. 
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THE BANK 


TILGHMAN MOYER CoO. 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS + ENGINEERS 
ALLENTOWN PENNA. 


No Padlock 


Required on 


Lock-Seal 
Bag 
for Night 
Depositories 


MAXIMUM 


Security 
Convenience 
Durability 


Manufactured only by 
STRAYER COIN BAG CO., New Brighton, Pa. 


Sample on Request 


Good Will—An Asset 


Build it through intelligent 
use of your available 
window or lobby 
space 


Our plan will help you 
Write for details 


ELLIOTT SERVICE CO., INC. 
242 West 55th St. New York 


ITS EQUIPMENT 





HERRING-HALL-MARVIN 
SAFE COMPANY 


Manufacturers and Designers of 
Bank and Safe Deposit Vaults 


Hamilton, Ohio New York, N. Y. 


The U. S. Treasury, all the 
United States Mints and Federal 


Reserve Banks use 


Standard Johnson 


Coin Asssorters 
and Counters 


We make a complete line of machines for 
counting, wrapping and assorting coins 


STANDARD JOHNSON CO. 


375 Pacific St., 
BROOKLYN, N. Y. 


DESK SIGNS 


GENUINE SOLID BRONZE 
For Executives Who Demand the Best 


MEE i 
. XK J. BRADYEO ; 

VICE PRESIDEN 

UTNE +. NOTE 
Legible — Dignified — Everlasting 

These bronze plates, made entirely of one 
piece of genuine solid bronze, harmonize 
with the finest wood or metal interiors, 


and are particularly adaptable to bank 
and corporation offices. 


Distinctive and impressive, built to render 
a lifetime of service. 


Also Exterior Bronze Tablets, 
Honor Rolls and Nameplates 


U. S BRONZE SIGN CO. 


217-219 Centre St. New York City 





Pity the 
Poor Teller 


and mine is the story of many a 
teller in a medium-sized bank in a 
comparatively small community. 

And my wish for some years past has 
been that every president and vice-presi- 
dent of every worth-while bank in this 
country might have served a term in the 
“cage,” even as I have done. 

It is so difficult for the big executive 
to appreciate the problems of the man 
who feeds out the currency to the 
hundreds who face him day by day on 
the other side of the bars, unless he too 
has faced the daily grind in the teller’s 
cubicle. 

Too few executives realize that the 
teller meets the bank’s customer prob- 
ably ten times as often as any of the 
glad-handers who are enthroned behind 
the beautiful mahogany desks in the 
foyer. The customer thinks in terms of 
the bank’s efficiency according to the 
courtesy and dispatch of the teller. The 
teller has the greatest opportunity to 
make or lose friends for his bank. 

The crook of today is seldom a 
bungler. His plan of action is seldom 
of his own devising. He is usually one 
of a gang, and the gang has as its execu- 
tive head a man of brains, chosen for 
the position by demonstrated ability. 

The hour chosen for the presenting 
of a phoney check is always the busy 
hour, when the teller is at his wits’ end 
to shorten the line at his wicket. 

If there is a teller of any experience 
living who has not been at least once a 
victim of the “rush act” I want to meet 
him. I frankly admit being victimized, 
and I know the chagrin of standing on 
the plush carpet at the v. p.’s desk the 
following morning. 

Progress has been made, however, to 


I AM one of the “caged” creatures, 


combat this sort of thing, and today up- 
to-date banks and bankers are beginning 
to realize their duty to their sharehold- 
ers and directors, and doing their ut- 
most to persuade the latter to install 
modern protective devices. 

Recently our bank has installed a 
telautograph—I understand more than 
a thousand banks in different parts of 
the country now have this system in use. 
The telautograph is inconspicuously 
placed on the counter at my side. Ifa 
check is presented as to which I have 
any question, it is a simple matter 
quickly to ascertain the tell-tale facts 
from the bookkeeping department. The 
man at the window has no knowledge 
that the transaction is being questioned. 
I do not move from my position. To 
all appearances I am doing nothing more 
than making the necessary entries to 
record the transaction. The telauto- 
graph operates noiselessly. The query 
is being read by the bookkeeper as I 
write—the action is automatic. The 
bookkeeper consults the records and 
writes the answer on his machine with 
the same ease and speed as he would 
with pencil on paper. The answer is 
waiting before I am ready to glance up 
and read it. 

We rent the telautograph—there is 
no purchase involved and no big outlay, 
for equipment, installation or upkeep. 
Ours costs us only twenty-eight cents per 
day for each station. 

If any teller, reading this, wants any 
more information regarding the matter, 
I'll be glad to enlighten him, because 
there is or should be a fellow feeling 
between us chaps who know what it 
means to be fleeced by the clever crook. 


A FELLOW SUFFERER. 
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Peg-Board Showing Comparative 
Statements of Afhliated Banks 


T the First National Bank of Port- 
A Oregon, L. M. Dempsey, 
assistant vice-president and audi- 
tor, has adopted a new system for tabu- 
lating the daily reports of affliated 
banks which will save hours of work in 
bank bookkeeping. It is a peg-board for 
keeping a tabulated record of daily 
assets and liabilities of affiliated banks. 
Records that formerly were kept in 
general ledgers are by this new book- 
keeping form made instantly available. 
“The First National Bank,” says Mr. 
Dempsey, “receives a daily report of 
assets and liabilities from its four afhli- 
ated banks, The George W. Bates & 
Co., Bankers, the Bank of East Portland, 
the Livestock State Bank and the South- 
east Portland Bank, and also from the 
afhliated Security Saving and Trust and 
the Security Safe Deposit companies. 
With my new tabulated form these re- 
ports are put in duplicate strips, one for 
liabilities and one for assets. The peg- 
board consolidates all these reports into 
one total.” 

This departure from the usual bank 
bookkeeping was devised when he tried 
to revamp the usual ledger form to cut 
down the bookkeeping time required for 
making and keeping a record of afhli- 
ated bank statements. Mr. Dempsey’s 
“peg-board system™ saves hours of book- 
keeping work. 

“I believe that it will be a material 
saving in the auditing departments of 
such large organizations as the First Na- 
tional Bank having affliated banks,” 
states Mr. Dempsey. “The best feature 
of this new form, however, is the ease 
with which the daily strips of both assets 
and liabilities may be put on the peg- 
board at the end of the month for the 
inspection of the executive officers who 
are watching the progress of each affili- 
ated bank.” 

The peg-board forms used by the 
First National Bank and its affiliated 
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institutions permits filing each day's 
statement of resources and liabilities in 
such a manner that total loans, bonds, 
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Comparative daily statements are hung 
on the peg-board so that they overlap and 
give a comparison of all items from day 
to day. Once a month these reports may 
be photographed and copies furnished to 
officers and directors, reduced in size, giv- 
ing the daily details for the period. 
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The Riverhead Savings Bank, Riverhead, N. Y. Holmes and Winslow, Charles A. Holmes, 
successor, New York, architects. 


cash and due from banks, deposits, etc., 
are available at a glance. At the end 
cf the month all statements for the 
month are filed on the board. They are 
then photographed, reduced in size and 
serve aS a comparative statement. 

The peg-board invention is being dis- 
tributed by the Chicago Felt & Tarrant 
Comptometer Manufacturing Company 


in a direct mail advertising campaign 
promoting the sale of their machines in 
twenty foreign countries. 

“The economy of this method,” writes 
J. C. Nevins, vice-president of the Felt 
& Tarrant Company, “holds great 
promise for future general use in the 
banking field, because affiliated banking 
is sure to grow and to result eventually, 
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we believe, in branch banking. The 
peg-board invention is a momentous one 
in bank bookkeeping.” 

E. B. MacNaughton, president of the 
First National Bank, says, “We are 
pleased to introduce this new system 
which we believe will not only promote 
our own efficiency, but will also help all 
afhliated banking.” 


NEW TYPE OF CARD FILE ON 
MARKET 


One of the most interesting exhibits at the 
National Business Show this year from the 
standpoint of the new and basically different 
was the Wheeldex exhibit by Scholfield Serv- 
ice, Inc. Wheeldex is a new type of card 
file. The file itself is an aluminum wheel. 
The cards are slotted at the bottom and are 
mounted around the rim of the wheel by 
being slipped over a fixed rod. In this man- 
ner the compactness of the ordinary drawer 
















— 





Wheeldex, a new type of card file 
recently put on the market. 


file is cleverly combined with the speed of 
visible systems. The cards ride securely, they 
are easily put on or taken off at any point 
and they lay open fully so as to be easily 
read or posted to without removal from the 
wheel and need not be held open by hand. 
We believe that Wheeldex will be found to 
be a great help in speeding up work and 
saving valuable space for many of the various 
card systems used in a bank. Wheeldex 
houses cards in sizes from 13” x 4” x 8”. 
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TO REMODEL AND ENLARGE 
BANKING ROOM 


Tue Shenandoah National Bank of Wood- 
stock, Virginia, at a recent special board 
meeting, authorized a contract to remodel 
and enlarge the banking room recently dam- 
aged by fire. 

The Tilghman Moyer Company of Allen- 
town, Pa., a firm of bank architects and 
engineers who specialize in the design and 
construction of bank and office buildings, 
have been employed to do the work. 

Local labor, local supply concerns and 
local sub-contractors will be used on the 
work which is to be started at once and com- 
pleted within two and one-half months. 

It is the intention of the officers to now 
provide a thoroughly modern banking room 
and so appointed as to meet the most exact- 
ing requirements in service and safety. A 
number of new and unique features are 
going to be incorporated in the banking room 
which will make for added convenience ‘and 
greater security. 


AIR EXPRESS FOR BANKERS 


OF particular interest to banks and financial 
institutions are figures just released showing 
that air mail, express and passengers carried 
on regular schedule in various parts of the 
United States have, in recent months, set the 
highest prformance record in the history of 
the air mail. 

A summary prepared by the Aeronautical 
Chamber of Commerce shows that during the 
first eight months of this year the air mail- 
passenger lines made a splendid operating 
record. Of the 34,900,000 miles scheduled, 
32,450,000 miles were actually flown on the 
various routes which provide air mail-express- 
passenger plane service in 200 cities and 44 
states. 

Also of interest to banks is the reduction 
recently made in air express rates, now only 
40 to 60 per cent. what they were a year 
ago. United Air Lines reports that last 
month all banking papers sent by air mail or 
express at the close of the business day ar- 
tived in New York in time for clearing the 
next morning, with one exception. One of 
the largest banks in Chicago reported 100 
per cent. “clearance on time” on $17,600,000 
in banking paper sent on the overnight mail 
to New York. During the previous months 
the record was 94 per cent. on time. 

A check of air mail and express shipments 
shows that banks are using the airplane for 
numerous purposes, including the following: 
Dispatch of checks, drafts and notes for col- 
lection and credit; saving interest charges on 
funds in transit; advises of payment of 
drafts, etc.; transmittal of important corre- 
spondence and also letters to connect with 








steam 
tinati¢ 
Bai 
ship | 
trans] 
servic 
states 
Dalla 
some 
that 
vice’) 
ratio 
cians 


balat 


NE’ 


THE BANKERS MAGAZINE 


steamers, for Europe and other foreign des- 
tinations. 

Bankers are not only using the airplane to 
ship air mail and express, but as a means of 
transportation. United Air Lines, whose 
services link Chicago to forty cities in twenty 
states, including New York, Kansas City, 
Dallas and the Pacific Coast, recently checked 
some 6000 passengers. This check revealed 
that 60 per cent. of them were presidents, 
vice-presidents and sales managers of corpo- 
rations, 20 per cent. were engineers, statisti- 
cians and executives of corporations, and the 
balance were miscellaneous travelers. 


NEW BRANCH FOR EMIGRANT 
INDUSTRIAL 


THE new branch of the Emigrant Industrial 
Savings Bank, New York, just completed at 
7 East 42nd street, was opened for regular 
banking purposes on November 14. The 
interior of the new bank is suggestive of 
cordial informality. The walls are finished 
in a warm, reddish brown wood, partitions 
are eliminated, and fifteen receiving tellers 
will meet depositors at low, flat counters. No 
cages are to be found in the inside of the 
bank. The only grill work seen is that of 
the stainless steel doors at the entrance of 
the safe deposit room containing the modern, 
massive vault installed in the basement. The 
vaults were manufactured and installed by 
the York Safe and Lock Company of 
York, Pa. 


HERRING-HALL-MARVIN 
ACTIVE 


THE Herring-Hall-Marvin Safe Company re- 
ports a number of recent contracts, among 
them the following: 

An elaborate new vault and interior equip- 
ment for the First National Bank & Trust 


Co., Bethlehem, Pa. The equipment was 
specially designed to accommodate the vertical 
filing of the bank’s collateral without it being 
necessary to fold the bonds. 

Wilmington Trust Co., Wilmington, Del., 
has bought an entire new vault equipment 
specially designed to accommodate the vertical 
fling of their collateral without it being 
necessary to fold the bonds. 

An order has recently been received for a 
burglar-proof vault and burglar-proof safes 
for the new building for the Department of 
Justice, Washington, D. C. 

The company has just completed the in- 
stallation of the burglar-proof vault in the 
Roslyn Savings Bank, Roslyn, N. Y. 

A burglar-proof vault equipment consist- 
ing of 16” rectangular door has been sold to 
the Lynchburg Savings & Trust Co., Lynch- 
burg, Va. 

The company is about to start erection of 
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a very elaborate vault equipment for the 
Bank of Japan, Tokyo, Japan, consisting of 
six vault doors up to 24” in thickness. 

They are now building for the China State 
Bank an elaborate vault equipment consisting 
of four vault doors 10” in thickness, also in- 
cluding several thousand safe deposit boxes. 

The city treasurer, Chicago, Ill., has bought 
an equipment consisting of a heavy burglar- 
proof vault door and steel lining. 

The Williston National Bank, East Willis- 
ton, N. Y., has bought some additional lock- 
ers for their vault. 

The following banks have recently bought 
additional safe deposit boxes: Newton Trust 
Co., Newtonville, Mass.; Winters National 
Bank, Dayton, Ohio; Harvard Trust Co., 
Cambridge, Mass., and Blair County Na- 
tional Bank & Trust Co., Tyrone, Pa. 


BOWERY SAVINGS BUILDING 
EXTENSION 


CoNSTRUCTION work has begun on an exten- 
sion to the banking room at the 5th avenue 
and 34th street office of the Bowery Savings 
Bank, New York. The new room will ex- 
tend from 358 Fifth avenue, the present 
number of the office, through 364 Fifth 
avenue. 

The expansion of banking space had be- 
come imperative, according to officials of the 
bank, because of the unprecedented growth 
of both depositors and deposits in the Fifth 
avenue office, which was opened just a year 
ago and which now has a total of 25,521 
depositors and $24,794,000 deposits. 


FINDEX SYSTEMS ORGANIZED 


FINDEX SysTEM, INCORPORATED, Milwaukee, 
Wis., a new corporation, has recently been 
organized to take over the assets and patents 
of the old Findex Company, manufacturers 
of selective and sorting systems for records. 
New improvements have been added to this 
system. The new company is headed by 
W. K. Walthers, who was also associated 
with the old company. James Rowley of 
Chicago is associated with Mr. Walthers as 
sales manager. 


INTERNATIONAL MACHINE DIS- 
PLAYS FIFTEEN MODELS 


THE International Business Machine Cor- 
poration displayed at the recent National 
Business Show at the Grand Central Palace, 
New York, fifteen new models of bank ma- 
chines. These new models were largely elec- 
tric tabulating and accounting equipment al- 
though there was also a new check writing 
interpreter, a counter sorter, bill feed, new 
alphabetic punch, and other machines of a 
highly specialized nature. 





What They Say 


DON’T CUT SALARIES! 


“There is one thing that gets under 
your skin, and that is to hear the man 
who can see only one possibility of in- 
creasing earnings, and that is by cutting 
salaries 10 per cent. Those men are in- 
dicting their own management, if that 
is the only way they know how to in- 
crease bank earnings. Save five or six 
thousand dollars there and let $50,000 
slide by in other departments of the 
bank! Your salaries are never high to 
start with. The things that were high 
were the services you gave, the things 
you paid out, that were unsound bank- 
ing, not salaries. Therefore why take 
it out of the hides of the ones that can- 
not protect themselves? Give them a 
break, and ask something from the fel- 
low who has gotten everything from 
you for nothing for a period of years. 
It will make for sounder banking.”— 
John J. Driscoll, Jr., Driscoll, Millett & 
Co. 


TRADE ACCEPTANCES 


“Substitution of trade acceptances for 
open-book accounts serves to reduce the 
amount of capital needed by manufac- 


turers and jobbers. The seller who re- 
ceives trade acceptances in return for 
goods sold by him finds himself in posses- 
sion of liquid, bankable paper rather 
than open-book accounts. 

“Proper use of the trade acceptance 
lifts from the shoulders of the manufac- 
turer or jobber the burden of financing 
their own customers. By transferring 
this function to the banking system, 
where it belongs, bank credit is enabled 
to flow into trade channels throughout 
the country in accordance with the prin- 
ciples upon which our commercial bank- 
ing system is established.”.—Pamphlet 
issued by Finance Department, Chamber 
of Commerce of the United States. 
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MR. BANKER, DO YOU LIKE 
PEOPLE? 


“Do you like people? Do the faces 
at the window interest you? Is it a 
pleasure to serve the customers of the 
bank? Does your smile start from back 
inside you somewhere, or is it just a 
muscular twitching at the corners of 
your mouth? 

“You may not think it makes any 
difference how you feel inside, so long 
as you put up the right front outside— 
but it does make all the difference in the 
world. Cultivate the true spirit of 
service. Enjoy the work you are doing. 
Try to like the people you are doing it 
for. Keep that inner light turned on. 
It isn’t so hard—not half so hard as tu 
go through the dead routine of lifeless 
days with the light turned off. And best 
of all, it lights your own pathway to 
promotion and banking success.”—A. 
Graettinger, executive vice-president, 
Illinois Bankers Association. 


THOSE SERVICE CHARGES— 


“What is the principle toward which 
banks are veering in the establishment 
of service charges in all phases of bank- 
ing? Is their goal the continental sys- 
tem which is said to be based upon the 
principle that all business shall pay for 
itself, or is it the more American prin- 
ciple of banking, that so long as ade- 
quate deposits are carried covering the 
activity in all forms of a customer's re- 
lationships, the bank is happy, and 
service charges shall be limited to those 
accounts in which analysis of the rela- 
tionship discloses that the customer is 
not paying his way. There is a vast 
difference in principle between these two 
approaches to the subject of adequate 
earning power.” — Arthur K. Schulz, 
assistant comptroller, Chase National 


Bank, New York. 
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How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


DECEMBER, 1932 


BANK ADVERTISING IS RESTORING 
CONFIDENCE 


Co-operative Effort Rebuilds Public Faith 


PON the banks of this 
U country has fallen 
the tremendous task 
of recalling and sustaining 
the courage of a discouraged 
people. For years bankers 
have preached thrift and the 
security of the individual ac- 
complished by that thrift. 
The public came to regard 
banks as impregnable safe- 
guards of wealth. Respect 
and confidence were bred 
from the wisdom of conserv- 
ative banking decisions, and 
nourished in the appropri- 
ately dignified atmosphere of 
austerely built banking 
houses. People in general 
believed that the dollar they 
deposited grew comfortably 
and safely in the publicized 
trong vaults. | Advertise- 
ments, such as they were, 
stated in a bald, take-it or 
leave-it manner, that this 
bank was safe, and that one 
strong—and let it go at that. 
The public was not quite 
sure what banking was all 
about, but they were com- 
placeent and contented in 
their awe just as long as they 
felt that their dollar was 
their's. 
Like a bolt from the blue 
they learned that a bank ad- 
vertising safety one day 


sweat-won dollar had been 
loaned to some stranger who 
could not repay—that their 
thrift had become a miser- 
able mockery—and that they 
were facing destitution. 
Happily, those days of dis- 
illusionment are passing. 


The chaff in the banking 


field, justly or unjustly, has 
been blown away. The purg- 
ing wind has left live, flex- 
ible, and progressive institu- 
tions whose very presence is 
proof of promises fulfilled. 
But they must suffer, to 
some extent, for the vagaries 
of their erstwhile compan- 
ions. They are serving a 
public no longer dormant, 
but a public whose mass 
mind has been sharpened by 


SALMON P. CHASE * Secretary of the Treasury under LINCOLN 


Administering Your Estate 


an ideal combination 


Your friend, relative 
or lawyer for knowl- 


edge of your wishes 


and Tus Banx for 
strength, safety and 


permanence. 


Send for our booklet 
“A Service of Estate Analysis” 


THE 


CHASE NATIONAL BANK 
of the City of New York 


Capita $148,000,000 . 


+ « SuRPLus $100,000,000 


Pine STREET CORNER OF Nassau 


Trust Department 
11 Broap Street 


Maotsow Ave. AT 4TH Sr. 


191 Monracue Sr., Breoxtyw 


The sturdy dignity of one of the largest banks in the 


world is effectively carried out in this ad exemplifying 


might close its doors the next 


: : the trust series running in local newspapers. It is evi- 
—that their cherished, 


dent that much can be effectively said in few words. 
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FIRST WISCONSIN NATIONAL 


ovat the we 


One of the several outdoor 

boards used in conjunction 

with this confidence sustain- 
ing campaign. 


This layout completely pictures the theme of the cam- 

paign outlined below. The arrangement of the heading 

is especially noteworthy in its unification of copy and 
photography. 


of the strength and stability of the bank, and to emphasize the fact that the 
other Milwaukee banks affliated with the First Wisconsin are likewise sound 
institutions, calling attenticn to which Milwaukee banks are units of the Bankshares 
group. The first ad in this series stated that the First Wisconsin and other Bank- 
shares banks offer “a complete, helpful, dependable banking service” at convenient 
downtown and neighborhood locations. The second ad, shown above, continued 


Tor recent First Wisconsin series had two objectives—to remind Milwaukee 


this suggestion of dependability, brought out the growth of the bank and the city, 


and touched on the historical. The third, headed “For 79 Years a General Favorite 
with the Public,” followed through the historical suggestion of the second, quoting 
statements concerning the bank from an old history of Milwaukee by James S. Buck, 
and also mentioned that 2 out of 3 Milwaukee families banked at the First Wis- 
consin. The fourth followed through on this with the heading “2 Out of 3 Mil- 
waukee Families Bank at the First Wisconsin.” The fifth, similarly, showed that 
“3/, of the Banks in Wisconsin Bank at the First Wisconsin.” In each case, all 
Milwaukee units of the Bankshares group were listed and a paragraph stressed the 
fact that these units, through their Bankshares membership, were affiliated with the 
First Wisconsin. During the campaign the same theme was used in window and 
lobby displays and, as shown below, on outdoor boards. 


danger, whose mass intelli' may well be forgiven. And -—and if the purchase be a 


gence is keener, but whose 
heart, still just a little bit 
jumpy, is nevertheless will- 
ing to co-operate with the 
old standards now that the 
tarnish has been removed. 
Bank publicity and bank 
advertising has undertaken 
the very needful job of re- 
calling the confidence of 
communities whose wariness 


that task, as it falls on the 
advertising man or execu- 
tive, is worthy of the best 
talents and abilities the ad- 
vertising field can produce. 
Automobiles, cigarettes, or 
lingerie, may be sold by ap- 
pealing to those human, 
traceable qualities of pride in 
possession, preference of 
tastes, or delight in bargains 


unfortunate one no wit 
spread harm will result ex 
cept, possibly, to those in 
strumental in the sale. 

But banks are dealing 
with human complexities a 
intricate as banking itself 
The happiness of the indi 
vidual, the cohesion of the 
community, the entire bal 
ance of our business struc 
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ture, rests upon the sale of 
a bank to those it serves. 
And the sale must not go 
sour. 

The fact that, during this 
depression, it has gone sour 
in too many instances, places 
a double load on the adver- 
tising banks of today. Not 
only must they sell their 
bank and the services it of- 
fers—but they must bolster 
up the faith of the Ameri- 
can people in their institu- 
tions and fortify human na- 
ture with knowledge and 
consequent understanding, so 
that a recurrence of the pres- 
ent situation will be avoided. 


run them in the local papers. 
The reading notices did not 
tie up with the advertising 
copy, but were calculated to 
produce the same effect. In 
this way, through the co-op- 
eration of the newspaper 
publishers, a maximum effect 
was reached at a minimum 
cost. Another example was 
disclosed by Theo. P. 
Cramer, Jr., secretary of the 
Oregon Bankers Association. 
He stated that the associa- 
tion “planned on starting a 
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state-wide campaign the first 
of November. We are not 
making any mention in the 
ads of anything about recov- 
ery or depression through 
which we have gone, or the 
essential stability of our 
banking institutions; merely 
advertising more of a confi- 
dence building nature, but 
we do not in those adver- 
tisements assure the deposi- 
tors, for instance, that our 
troubles are over, and that 
we are not going to have any 


SKIS 


A Trustee’s 
Investment Policy 


Much criticism, most of it 
unreasonable, has been lev- 
elled at banking. But no 
criticism can be made of the 
forthright vigor with which 
bankers throughout the 
country are meeting this 
dual advertising problem. 


EN statements are repeatedly made in public 

print that lead to the inference that trust com- 

panies with investment affiliates use their trusts as an 

outlet for securities which their affiliates have for sale, 

it seems appropriate that an authoritative statement of 
the facts be made. 


Just what, then, are these 
bankers doing and how are 
they doing it? Glimpsing 
behind the scenes, the prog- 
ress made all along the line 
has been remarkable. 


HE Guaranty Trust Company of New York, in common 
with many ofthe leading banks and trust companies in the 
country that do a trust business, has an investment affiliate, 


Under no circumstances does this Company purchase securi- 
ties for its trusts from its investment affiliate or itself; nor does 
it ever purchase from any source whatever, any securities in 
which it or its investment affiliate has an underwriting interest. 
In the entire history of its trust operations the Guaranty Trust 


During a discussion at the 
8 — Company of New York has never deviated from that policy. 


A. B. A. Convention, led by 
Fred W. Ellsworth, vice- 
president of the Hibernia 
Bank and Trust Co., com- 
ment was made on the work 
that the state associations 
were doing. Writing to Mr. 
Ellsworth, Secretary Haynes 
McFadden of the Georgia 
Bankers Association outlined 
the work being done in that 
state. Twelve pieces of ad- 
vertising copy and twelve 
reading notices were sent out 
and the banks were asked to 


It would be clearly illegal for this Company as trustee to 
purchase from itself, either directly or indirectly, securities for a 
trust that it administers. Only with the specific authority of the 
maker of the trust could this.be done. Under the policy of this 
Company any trust embodying such authority would be declined. 


Therefore, no one should be misled by the implication that 
a trust company, because it has an investment affiliate, will be 
prejudiced in its own favor in selecting trust investments. 


Guaranty Trust Company of New York 
140 Broadway 


Fifth Avenue at 44th Street Madison Avenue at 60th Street 


ee 


An orthodox layout, but vigorous copy designed to edu- 

cate the public in banking laws. Its arguments will be 

of interest to all those watching both sides of the security 
affiliate question. 





of BUSINESS 


Ss THE Earth travels about the Sun, seasons come 
and go. Some cre severe, others mild. With 
similar reguiarity, economic cycles bring good 
times and bed. 
Economic storms are weathered by greater ccom 
omy and efficiency, by simplicity, self-denial and 
courage. We emerge (rom them with deeper expe 
rience and stronger (sith in the sousdnces of the 
fundamental policies that survive all phases of 
the business cycle. 
To sound businesses whose policies have likewise 
stood the Lest, thie bank sisce ite orgemization ia 


1894, has leat ite cooperation and support and 
will continue to do so. 
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? PENDULUMS 
work that way 


|E owing of the pendulum is in response to a 
law of mature, and it applics to business. 


‘This bank has seen many economic storms come 
and go—and each time the pendulum has swung 
beck to reconstruction and recovery. Always this has 
been accompanied by increased economy, greater 
efheiency, by simplicity, self-denial and courage. We 
emerge cach time with deeper experience and 
stronger (aith ia the soundness of the fundamental 
policies that survive alll phases of the busines cycle. 


To sound businessrs whose policies have likewise 
stood the test, this bank since its organization in 
1894, has lent its cooperation and support and will 
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An Economic Rule eats 
DEPRESSIONS 
ALWAYS COME ae . 


Since 1790 the United States 

bas seen 22 business depressions of 

9 varying severity, Since 1895, the year 

J this bank was established, there have been 
3 cleven such depressions. 

Yet, the nation and Cleveland and The Cleveland 
‘Trest Company, have climbed to increasingly higher 
presperity each time. 

Throughout this period, in depression and in prosper 
ity, this bank through its policy of constructive and 
courageous consery atiem has served the individuals and 
industries of Cleveland and has been one of the im- 
portant factors im their pragress. This policy of the past 
which has stood the test of time is our policy of today 
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contisue to do so. 


Cleveland Crust 


ome Foderel Renew Spano Member Ceentond Cinaring He Aenerses, 
BEANCRES THROUGHOUT GUEATED CEB VELAND 


| Cleveland Trust 


— Tener emery Canavan (LevELine 
comhdenrs of ararls 50.000 dopant acrounts 


Cleveland Trust 


Member Patera! Renerer ‘yen nd Coeeland Craving Some semoctamee 
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TuHIs series of the Cleveland Trust capitalizes the 
widely known “American Business Activity” chart 
prepared originally by Col. Leonard P. Ayers, vice- 
president of the bank. The chart presents the un- 
questionable fact that this depression must end. 
Moreover, the copy is of a forceful confidence- 
returning nature. Two other themes are also 
brought out. The first, that the Cleveland Trust 
has successfully witnessed all the depressions de- 
picted; and the second, that “To sound businesses 
whose policies have likewise stood the test, this bank 
since its organization in 1894 has lent its co-opera- 
tion and support and will continue to do so.” Of 
interest, too, are the various twists given to the il- 
lustrations of the chart—each driving home the same 
fundamental point with a novel, well-adapted ar- 
rangement. Tied in with this campaign is the 
action display in front of the Cleveland Trust's 
main building, also shown on this page. The 
pendulum, in motion, has attracted much favorable 
comment. 


more troubles. The plan is 
already under way; we have 
enough subscribers among 
our Oregon banks to insure 
its continuance.” At this 
discussion, it was also re- 
ported that clearing-house 
associations were, in some a 
sections, running _ institu- 
tional copy for their mem- 
bers. 


This department, in the 
October issue of THE BANK- 
ERS MAGAZINE, related that 
the Financial Advertisers As- 
sociation, at their Chicago 
convention, stood _ four- 
square in its purpose to build 
faithful public through 
honesty and education in ad- 
vertising copy. 

Just what does all this 


mean? Simply that in these 
various groups—the Ameri 
can Bankers Association, the 
Financial Advertisers Asso 
ciation, the state bankers as 
sociations and the clearing’ 
house associations—there has 
been gathered the _ best 
thoughts of the best brains 
in the bank advertising field 
to meet this dual problem— 
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not only from a national 
standpoint but a local one as 
well. These associations, 
through + individual action 
well co-ordinated, furnish 
the guiding motif so that not 
only the group but its com- 
ponent parts are driving un- 
hesitatingly towards the 
common objective. 
Nearly every community 
—certainly every large city 
—is being restored to’a more 


normal viewing, a_ saner, 
more solid acceptance of an 
unusual situation through 
the efforts of the banks and 
bank advertising. Once this 
firm footing is established, or 
rather recognized as being 
established, then may banks 
and bank advertising men, 
with all due modesty, pat 
themselves on the back with 
deserving pride for having 
done a hard job well. 


HOW BANKS ARE ADVERTISING 


HE Detroit Trust Com- 
Trees is approaching its 

merchandising of trust 
services from a new angle in 
its newspaper copy. Many 
people of ample means and 
needing trust services feel 
that they are flat broke be- 
cause the paper profits of 
1929 have vanished. This 
series is designed to bring to 
such individuals the realiza- 
tion that while their capital 
wealth may be badly 
shrunken, it is still well 
worth conserving for the 
coming generation. 

The first of the series is 
entitled “I haven't a cent”— 
although quite evidently the 
speaker is one of means. Fol- 
lowing this first advertise- 
ment is its logical successor 
headed “I’ve learned a lot 
the last few years’—which 
shows a young man telling 
another how, in 1928, he 
sold bonds to buy stocks on 
margin but that he was 
building | for permanent 
fnancial protection for him- 
self and especially for his 
family. 


According to Julius C. 


Peter, vice-president, the ob- 
ject “is to talk straight out 


“Washington 
GETS ALL THE VOTES!” 


Theagh March 4, 1789, wai the date set for the opening off 


the frst Congres of the 
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to the public, tell people 
they are not so poor as they 
think they are and that we 
know that they know that in 
1929 mistakes were made 
which careful, cheerful re- 
building can rectify.” 

The series is illustrated 
with specially posed photo- 
graphs serving to drive home 
the message of the copy. 


HOSE of Jersey City’s 
unemployed, financially 
unable to advertise their own 
qualifications, have been en- 
abled to do so by a new and 


caioed the entire 69 votes for Provident, Charles Thomven war 


item, and started at once for Moen 
© At the time the country was electing 
Bank of New York was ¢ thrivieg in- 
ear of ste histery. 


N the field of Personal Trusts this institution offers a unique 
record of more than one hundred years continuous experience, 
and a reputation for stability resulting from careful and conserva- 
tive management, As it has never engaged in the distribution of 
securities, its officers and trustees can devote impartial thought to 
the selection of investments best suited to the needs of each client. 


BANK of NEW YORK 


and TRUST COMPANY 
Eotablished 1784 


a 48 WALL STREET, NEw York 
Uptown Office: Madison Avenus at 63rd Screet 


Continuing its historical series, this New York bank 
harks back to another election period—the first one— 
when the bank was then five years old. 
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very interesting good-will 
campaign recently begun by 
the Commercial Trust Com- 
pany of that city. Twice 
each week this bank is donat- 
ing its advertising space in 
local newspapers to the pub- 
lishing of the qualifications of 
about fifty unemployed. The 
copy is similar to the ordi- 
nary Help Wanted column 
—each applicant being lim- 
ited to twenty words or less. 
The name of the bank is 
prominently displayed along 
with a brief explanation as 
to the purpose of the cam- 
paign. 

The idea has met with an 
excellent reception. Local 
concerns are co-operating 
fully with the bank, feeling 
that in so doing they are 
reaching those most needful 
of employment. William J. 
Field, president, reports that 
the response has been en- 
tirely satisfactory. 

Letters sent to _ those 
whose requests were pub- 
lished state that while the 
bank is happy to render this 
service, it cannot guarantee 
the securing of a position. 
Other letters, sent to em- 
ployers, explain that the 
bank is merely acting as an 
intermediary and that the 
ability of the applicant 
should be judged solely on 
his own merits. Persons 
wishing the bank to publish 
their qualifications, forward 
them through a_ post-office 
box, thereby obviating the 
possibility of having to deal 
with applicants at the bank 
itself. 


The plan was developed 
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A NEW EXPRESS LINE TO 
JERSEY CITY 


Jersey City becomes more than ever “A City of Commerce” with 
the completion of th¢ overhead express highway stretching across 
“The Meadows” to the south. Day and night, assenger cars, 
busses and motor trucks will travel on this super-highway bound 
for Jersey City and this great metropolitan market. 

According to the Port of New York Authority, 75,000,000 of 
the 85,000,000 tons of freight handled by the Port of New York 
= through Jersey City Terminals. Now an — stream 


Of freight wi 


converge over this concrete roadbed. 


Credit is « hidded driving power necessary to the movement 


The Trust Com 


pany-of New Jersey, in good times and 


of re 
bad, has funds available for sound business. 


THE TRUST COMPANY 


of NEW JERSEY 
Offices in JERSEY CITY * UNION CITY © HOBOKEN 
“WEEHAWKEN * WEST NEW YORK 
Member of Northera New Jersey Clearing House Assn. 
ln Weehawken, The Park Trust Co. 


Appearing in the rotogravure section of a Sunday news- 

paper directly after the opening of a new express high- 

way, this bank ad seized a timely topic to attract atten- 
tion to its own facilities. 


and copyrighted by the ad- 
vertising agency of the bank, 
Raymond A. Lipscomb Com- 
pany, New York. 


SERIES of trust leaflets, 

Richmond born and 
bred, is being issued by the 
State Planters Bank and 
Trust Company of that city. 
These four-page pieces are 
714, inches wide by 1014 
inches deep. Each covers 
briefly some important phase 
of trust work. For example, 
in one directed “To The 


Wives of Estate Owners,” 
the benefits of having a trust 
company handle the estate 
are delicately defined in a 
clear and dignified manner 
The stress here is upon con 
venience, upon the diligence 
and friendliness exercised by 
the bank officers, upon the 
greater facilities of the bank 
and the corresponding 
greater co-operation which 
it is able to extend. Re 
freshingly, the threadbare 
theme of feminine inability 
to cope with financial mat- 
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ters is not suggested. An- 
other explains that the fee 
involved in trust manage- 
ment is based solely upon 
such management and not 
upon commissions on rein- 
vestments nor upon broker- 
age charges. Other of this 
comprehensive series show 
how a simple trust operates; 
expenses saved by creating a 
trust; the ironing out of in- 
come fluctuations; safety of 
estate funds; and the state 
laws regtrding those who die 
intestate. 

The leaflets are novel, dis- 
tinctive, and well written. 


REMARKS 


URING his speech at 

the Financial Advertis- 
ers Association convention, 
James L. Walsh, executive 
vice-president of the Guar- 
dian Detroit Union Group, 
said, “One of our major re- 
sponsibilities is to back up 
editorial writers on financial 
subjects, and help them ex- 
pound the principles of 
sound economics.” 


Commenting on this state- 
ment, H. A. Lyon, advertis- 
ing manager of the Bankers 
Trust Company and presi- 
dent of the Financial Adver- 
tisers Association, remarked: 
‘I heartily subscribe to this 
statement. It has in it a 
powerful suggestion for in- 
dividual and collective activ- 
ity by our membership. It 
has been my observation that 
‘financial sections’ of news- 
Papers are not that—they 
are ‘investment sections.” 
Financial pages generally 


CONSTANTLY 
GROWING IN 
USEFULNESS 


Reproductions of First Nanonal 
advertisements appearing in 1931 
and early 1932. In good times and 
bad—since 1865, this bank's facili 
ties for usefulness have been ghadly 
extended for the upbuilding of this 


city and section. 


USEFULNESS and 
DEPENDABILITY 


For two-thirds of a century, The First National Bank 


of Adanta has demonstrated 


dependability in good times and 


bad. Through prosperity and periods not so prosperous, it has 
provided adequate and responsive banking service on a sound 
basis to Atlanta and the Southeast and demonstrated its confi- 
dence in the destiny of the South and the United States. 

Today, as the economic outlook brightens, it is proud to 
be able to supply to business, industry and individuals, the de- 
pendable, responsive service of a time-seasoned management and 
resources adequate for the larger needs of increasing trade, 
industry and agriculture. 


Crt. FIRST 


NATIONAL BANK oS Atlanta 


Checking Accounts ++ 


+ Savings Accounts «++ Trusts 


Commercial and Personal Loans 


TRUST COMPANY of GEORGIA 


Trusts +++ Investments 


“He 


+++ Mortgage Loans - - + Banking 


BUSINESS ALLY OF THE SOUTHEAST" 


Through the reproduction of past advertising, this bank 

recalls how consistently it has allied itself with its ter- 

ritory and, through its dependability, increased its facili- 
ties for usefulness. 


show less acquaintance with 
the functions of commercial 
banking than with stock and 
bond market trends; little 
attempt has been made to 
cater to the business man in 
his business capacity; com- 
paratively little attention has 
been given to instilling sound 
economics of business finance 
into the minds of newspaper 
readers. Some papers have 
undertaken to rectify this 
situation—you will see regu- 
lar comments on events in 
the fields of insurance, estate 
and trust work and commer- 
cial financing, and they have 


caused much favorable com- 
ment. 

“There is no reason why 
this tendency should not 
spread, and become a vital 
force in assisting the public 
to a better comprehension of 
sound financial practices. 
Each of us should make it a 
part of his duty, first, to 
keep informed on economic 
subjects generally and par- 
ticularly on those subjects 
directly affecting our institu- 
tions in which the public 
might be interested; and, sec- 
ondly, in cultivating ac- 
quaintance not only with the 
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advertising representatives of 
financial publications, but 
with the financial editorial 
staffs.” 


RANK FUCHS, adver- 

tising manager of the 
First National Bank of St. 
Louis, says, “Let us face the 
truth. The public mind has 
been disturbed about the 
stability of banks; the ap- 
parent unwillingness of 
banks to extend credit; the 
belief that banks lack confi- 
dence in the future. But 
banks are not helpless. 
Courageous, convincing, 
truthful, and instructive 
financial advertising will 
help to clear up these and 


other kindred uncertainties 
in the public mind.” 


NOTES 


THE advertising course which 
Walter Distelhorst, advertising 
manager of the First National 
Bank in Louisville, is conduct- 
ing at the University of Louis- 
ville, has been expanded to a 
two-year course. This is the 
third year the course has been 
offered. 


* * * 


H. A. Lyon, advertising man- 
ager of the Bankers Trust Com- 
pany and president of the 
Financial Advertisers Associa- 
tion, addressed members of the 
New England Financial Adver- 
tisers at the first meeting, held 
on October 26. 


* * & 


THE New York Financial Ad- 
vertisers held their regular 
luncheon meeting on November 
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5884 PROBLEMS 
WHICH AN EXECUTOR MAY FACE 











There are 5884 different stocks and boads eraded 
in on the principal New York exchanges. Any 
of these may appear as assets of an cscate. 

Ic is obvious, then, that if an executor is to 
administer <.-:... ~ivh skill and prodence, be 
must have facilities for a». raining accurstely 
the background of each of these securities, the 
present coadition and future prospects of the 
business it represencs. 

And these 5884 stocks and bonds are by no 
means the only type of asset an execuror may be 
called upon to handle. There are the secuniues 
traded in on other exchanges of the couauy, 
stock in close corporations, personal businesses, 


BANKERS 
TRUST 





A straight-forward ad crystallizing one strong reason 
rather uniquely as to why banks should handle estates. 
Another example of the effectiveness with which lines 


all of these an execusor mus be prepared 10 
deal 


intelligently. 
Such a wide variety of problems emphasizes 


the importance of appointing « corporsse 
executor or trustee. For only an organization 
trained in the ramifications of modern financial: 


practice can be expected to have the experience 
which executorship requires. 

Bankers Trex Company includes an isvest- 
ment and setistical suaff which is constantly 
studying and analyzing securities and the coa- 
ditions affecting them. It includes, 100, men 
experienced in real estate and tax macters. Our 
Officers will 52 glad to tell you more about 
his service. 


-@- 


Capesal $2) 000.000 Sarplas Pand $30,000,000 
Vedowided Poofia over $0.00a,e00 


‘THE FIVE OFPPICES OF BANKERS TRUST COMPANY 
ARE LOCATED AS FOLLOWS 


The Wall Sevens offer sat 26 Wail Sores 
The Fifth Avwuae ofr is at ed Saves 
The Fifty Sevench Sorat ofr ot Madison Acme 
The Pars offer s at 3 Phase Vendio 
The Londen of a8 36 Old Baad Sarat 
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15 at the Hotel Pennsylvania, 
New York. Ivy Ledbeticr Lee 
spoke to the members about 
“Some Unsolved Problems,” 
The committee in charge of the 
luncheon were Anne Sadler of 
the Bank of Manhattan: Trust 
Company; Mabel  Tho:apson, 
Union Dime Savings Bank; and 
Lillian Backus, chairman, of 
the Greater New York Savings 
Bank. 
wr + 

GeorcE L. Buss, formerly vice. 
president of the Franklin Society 
tor Home Building and Savings, 
is now executive vice-president 
in charge of the operations of 
the Federal Home Loan Bank 
of the Second District which in- 
cludes New York. His new 
office is in the Lefcourt Build 
ing, Newark, N. J. 


3 * 


Harotp E. CHoate has been 
promoted from assistant vice: 
president to vice-president of 
the Liberty Bank ot Buffalo. He 
is in charge of public relations. 
George C. Lehman, former man: 
ager of the business service de 
partment, has been made assist’ 
ant vice-president and will be 
associated with Mr. Choate's 
department. 

W. S. GurLrorp, California 
National Bank, Sacramento, 
California, has been chosen by 
the Sacramento Underwriters 
Association to teach the class in 
trust functions in the course 
leading to the certified Life 
Underwriter’s degree of the Na: 
tional Association for Life Un 
derwriters. 
THE First WIscoNnsIN TELLER, 
a paper published monthly for 
the personnel of the Milwaukee 
units of the Wisconsin Bank 
shares Group, made its one 
hundredth appearance in No 
vember. Technically speaking, 
this issue was Volume IX, Num 
ber 8, resuming the sequence 
which was suspended when the 
First Wisconsin Teller became 
the Wisconsin Bankshares Teller 
in September, 1930. There were 
fifteen issues under the Bank 
shares name and these were in 
cluded in the total. The first 
issue of the Teller appeared in 
February, 1922. 


‘ 
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Convention News 


COMING BANKERS’ CON- 
VENTIONS 


AMERICAN BANKERS ASSOCIATION. Execu- 
tive manager, Fred N. Shepherd, 22 East 40th 
street, New York City. No date. 

AMERICAN INSTITUTE OF BANKING, Chi- 
cago, June 12-16, 1933. 

CALIFORNIA BANKERS ASSOCIATION, Pasa- 
dena, 1933. Secretary, Andrew Miller, 632 
Mills Building, San Francisco. No date. 

EASTERN REGIONAL SAVINGS CONFERENCE, 
New York City, January 26-27, 1933, under 
auspices of the A. B. A. 

InLInoIs BANKERS ASSOCIATION, 
June 5-6, 1933. 

Iowa BANKERS ASSOCIATION, June 19-21, 
1933. Secretary, Frank Warner, 430 Liberty 
Building, Des Moines. 

KaANsAS BANKERS ASSOCIATION, Salina, 
1933. Executive vice-president, W. W. Bow- 
man, Topeka. No date. 

Mip-WINTER TRUST CONFERENCE, New 
York City, February 14-16, 1933, annual 
meeting, under auspices of the A. B. A. 

Missour! BANKERS ASSOCIATION, May 16- 
17, 1933. Secretary, W. F. Keyser, Sedalia. 

MorTGAGE BANKERS ASSOCIATION. Secre- 


tary, Walter B. Kester, 111 West Washing- 
ton street, Chicago. No date. 


Chicago, 


NATIONAL ASSOCIATION OF CREDIT MEN, 
Milwaukee, June 19-24, 1933. 


OKLAHOMA BANKERS ASSOCIATION, Okla- 
homa City, May 23-24, 1933. Secretary, 
Eugene P. Gum, 907 Colcord Building, Okla- 
homa City. 


Bank Buildings 


Our many years of experience 

in designing bank buildings, and 
in so planning interiors as to secure 
maximums of convenience and efhi- 
ciency, qualify us to perform these 
services for you promptly, per- 
fectly and economically. 


Booklet sent upon request 
CHAS. A. HOLMES 


Successor to 


HOLMES & WINSLOW 


Established 20 Years 


153 E. 38th Street - New York 


RESERVE City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe street, Chicago. No date. 


SoutH DaKoTaA BANKERS ASSOCIATION, 
Mitchell, S. D., June 1-2, 1933. 


WISCONSIN BANKERS ASSOCIATION, 
Lake, Wis., June 20-22, 1933. 


WASHINGTON AND OREGON 
Trust OrFicers, Spokane, 
13, 1933. 


Green 


BANK AND 
Wash., May 


TRUST CONFERENCE TO BE 
HELD IN NEW YORK 


THE fourteenth annual mid-winter trust con- 
ference of the Trust Division, American 
Bankers Association, will be held February 
14, 15 and 16, 1933, at the Waldorf- 
Astoria Hotel, New York City, it is an- 
nounced by R. M. Sims, president of the 
division, vice-president American Trust Com- 
pany, San Francisco. The annual banquet 
will bring the conference to a close the eve- 
ning of February 16. About 1000 trust men 
and bankers from all sections of the country. 
are expected to attend the conference. 


JACKSON E. REYNOLDS ON 
PRUDENTIAL BOARD 


THE Prudential Insurance Company of Amer- 
ica announces the election of Jackson E. 
Reynolds as a member of its board of direc- 
tors. Mr. Reynolds is president of the First 
National Bank of New York. In addition 
to being chairman of the organization com’ 
mittee, Bank for International Settlements, he 
is a member of the banking and industrial 
committee of the Second Federal Reserve 
District. 


NATIONAL ASSOCIATION OF FI- 
NANCE COMPANIES HOLDS 
ANNUAL MEETING 


THE ninth annual meeting of the National 
Association of Finance Companies was held 
in New Orleans on December 6, 7 and 8. 
Charles de B. Claiborne, vice-president, 
Whitney Central Bank, New Orleans, spoke 
on “Finance Companies—the Banker's View- 

point.” Hon. John N. Willys, chairman, 
Willys- ‘Overland Company, Toledo, spoke on 
““Men, Motors and Business.” Howard L. 
Wynegar, president, Commercial Credit 
Company, Baltimore, addressed the meeting 
on “General Aspects of Finance Company 
Operations.” ‘Depression Fallacies’ was the 
title of an address delivered by Milan V. 
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Ayres, economic analyst, Chicago. Open dis- 
cussions on various aspects of finance com- 
pany operations were a feature of the meet- 
ing. An unusually attractive entertainment 
program was provided. 


GOLD SOVEREIGN FROM THE 
S. S. EGYPT ON DISPLAY 


A BritIsH gold sovereign which was recov- 
ered last summer by divers from the wreck 
of the S. §. Egypt is now on display in the 
Chase National Bank collection of moneys of 
the world at the head office of the bank in 
New York. This gold coin was presented to 
the bank for its collection through the 
courtesy of friends in England. The coin 
shows evidence of its ten-year submersion in 
the Atlantic Ocean, but the inscription is 
clear and the gold is not badly discolored. 


AN INTERNATIONAL STAND- 
ARD OF VALUE 


To the Editor of THE BANKERS MAGAZINE: 
THE introduction of the suggested system 
for an international standard of value which 
I suggested in an article in the November 
number would result in having debtors inter- 
ested in the maintenance and preservation, 
on an undepreciated basis, of the existing 
national currencies, as any depreciation: of 
any national currency would henceforth not, 
as at present, inure to their benefit, but 
rather to the contrary. They would merely 
have to pay so much more in the depreci- 
ated currency, and that would be all. In 
this manner the system would make for in- 
ternal unity and peace, while at present 
debtors and creditors within the same coun- 
try are not interested in the same way, but 
a debtor might be interested in seeing his 
own country’s currency debased, as his in- 
debtedness would shrink with the currency 
in which it was expressed; while a creditor 
will fear such a happening, since he sees his 
monetary investments correspondingly depre- 
ciated. 

It is likely that investors would be en- 
couraged by the. proposed system to extra 
investments; and while they would likely, for 
Many reasons, prefer local investment, within 
an actually safe margin, when the danger of 
depreciation of the local currency was re- 
moved (by which national progress and up- 
building would be facilitated), then interna- 
tional investment would also be facilitated 
and benefited by the same measure, and the 
monetary safety created by the international 
standard, when national needs were taken 
care of. 

Hoarding of gold, and flight of capital from 
one country to another to be safe against 
currency depreciation, would also be success- 
fully combated by means of the suggested 
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COFFEE SHOP OPEN 
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measure: Any domestic investor would get a 
feeling of security which investment in the 
ordinary currency of his own country might 
not always give him (nor investment in the 
currency of any other country for that mat- 
ter, though in varying degree, of course, 
owing to the strength of the currency in 
question) by expressing investments in the 
terms of the international standard of value 
which would not be subject to the ailments 
of any existing . national currency. Any 
calamity happening to the national currency 
would under these circumstances not de- 
preciate his holdings which were expressed 
in the international currency, so why should 
he fear or wish to move his capital? And as 
to hoarding of gold, why should he hoard 
metal, keeping it at his own risk and at a 
loss of interest, when he might keep securi- 
ties issued in a currency that was as little 
subject to depreciation and which would, at 
the same time, give a reasonable return in 
interest? 

Altogether the introduction of the system 
would likely prove a practical stepping stone 
towards a general return to the gold standard 
of the various national currencies. But it 
would go deeper than a mere return to the 
gold standard, as it would largely forestall 
the effects of a future abandoning of the gold 
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Live on 
NOB HILL’ 


Be 

The Mark Hopkins and the 
Fairmont Hotels on Nob 
Hill, overlooking San Fran- 
cisco, are but a stone's throw 
from the shops and theatres 
..Eleven hundred rooms with 
bath at moderate rates.. 
Swimming pool, Sports ter- 
race, Dancing every evening 
in Peacock Court,Arcede 
shopping service--lf driving, 
garage your car in the build- 
ing. Write for information. 


“eee Ge 
THE MARK HOPKINS 
THE FAIRMONT 


standard by any individual country, and 
which would not be prevented by an ordi- 
nary return to the gold standard by the vari- 
ous nations under which the old insecurity 
would continue with éventual causes for both 
internal and international distrust and bit- 
terness. 

Under the proposed system there would 
also be a possibility of arranging the gold 
contents of any national currency, for labor 
wages, and future payments, etc., in such a 
manner as would best agree with the re- 
quirements of the industrial conditions of any 


particular country, if this be found advisable, 
But any eventual “cutting down” or “paring 
down” of the local currency would not in- 
fluence investments made in the particular 
country in the international currency (mort- 
gages, insurances, etc.). 

Undoubtedly the proposed measure would 
prove an instrument of peace and good- 
will among nations. 

Avex Hot.st. 
St. Thomas, 
Virgin Islands. 
November 19, 1932. 


BANK WOMEN COMMITTEES 
NAMED 


THE following committee chairmen were 
named at the meeting of the board of direc- 
tors of the American Association of Bank 
Women which was held at the First Wiscon- 
sin National Bank, Milwaukee, Wis., No- 
vember 26: Annetta Foster, Grand Rapids, 
Mich., executive committee; Mina M. Bruere 
New York City, finance; Grace S. Stoermer, 
Los Angeles, membership; Sarah J. MacLeod, 
Cleveland, publication; Rose F. McKenna, San 
Francisco, resolutions; Catherine Olney, 
Worcester, Mass., editorial; Elizabeth Krouse, 
Chicago, revision, and Helen Knox, New 
York City, publicity. 

Miss Agnes M. Kenny of the First Wis- 
consin National Bank is president of the 
association. Besides Miss Kenny, the meet- 
ing was attended by Emma Steinke, Oshkosh, 
corresponding secretary; Mary Travers, Chi- 
cago, regional vice-president; Elizabeth 
Krouse, Chicago, chairman of the revision 
committee, and Annetta G. Foster, Grand 
Rapids, chairman of the executive committee. 


HANCOCK DIVIDENDS TO BE 
MAINTAINED 


Watton L. Crocker, president of the John 
Hancock Mutual Life Insurance Company of 
Boston, has announced to the members of the 
John Hancock Company that the policy- 
holders’ dividends for the year 1933 would 
be maintained on the same basis as during 
the year 1932. The company set aside a 
reserve of more than twenty million dollars 
to meet the payments. 


NEW CHECK WRITER ON 
MARKET 


A NEw adding-listing check writer has been 
placed on the market by the Defiance Manvu- 
facturing Company. In one operation, the 
check is signed, written, counted and re’ 
corded by one touch of a key. A sheet of 
any number of checks may be used. 





BOOK REVIEWS AND NEW BOOKS 
Recent Announcements of Other Publishers 


CAUSE AND CONTROL OF THE BUSINESS 
CycLte. By E. C. Harwood. Boston: 
Financial Publishing Company. $2.00. 


CERTAINLY a proper subject for inquiry and 
meditation today is the startling train of 
events called the business cycle. It is futile 
either to berate the cycle for its effects, or to 
point out its beneficial results to character, if 
any. There is substantial agreement that we 
could do without the thing in its entirety. 
The next logical step is to analyze the cycle, 
for if its causes are understood, presumably 
we can take effective steps for control. 

E. C. Harwood, a member of the faculty 
of Massachusetts Institute of Technology and 
a writer for leading financial papers for a 
number of years, set himself the task of 
analyzing the business cycle. He came to the 
conclusion that periods of boom prosperity 
were made possible by excessive credit added 
to current purchasing power; or, putting it 
another way, that bank credit for current 
consumption needs was supplied not only on 
the basis of self-liquidating short paper, but 
supported by assets of the investment type. 
This theory and its proof form the subject 
matter of his book. 

One commendable feature of Mr. Har- 
wood's work is its relative simplicity in lan- 
guage. The book does not bristle with un- 
familiar technical terms. Probably any one 
familiar with the financial page of a news- 
paper can follow Mr. Harwood's reasoning. 
The practical value of his book is increased 
by the formulation of an “Index of Infla- 
tion” designed to measure the degree of 
inflation existing at any time. 

The effects of the business cycle are so 
important that any serious study of its causes 
should command the attention of the in- 
formed public. Every one interested in an 
analysis of the business cycle will find Mr. 
Harwood’s work interesting and stimulating. 


ATLAS OF THE HistorICAL GEOGRAPHY OF 
THE Unitep States. By Charles O. 
Paullin. Edited by John K. Wright. New 
LS American Geographical Society. 
$15. 


Tue Carnegie Institution of Washington and 
the American Geographical Society of New 
York have published jointly this voluminous 
work embodying the results of twenty years 


of original research. In the preparation of 
this great atlas the collaboration of some of 
the foremost specialists in American history 
and geography was enlisted—among others 
Dr. J. F. Jameson (who originated the first 
plan for the work), the late Professor F. J. 
Turner, Professors Max Farrand, M. W. 
Jernegan, J. A. Robertson, R. H. Whitbeck, 
R. DeC. Ward, and Doctors O. E. Baker 
and Isaiah Bowman. Although intended 


primarily for writers, editors, teachers, and 
students, the “Atlas” will be consulted by a 
wide public—especially by men of large af- 
fairs, leaders in public life, and Europeans 
who would obtain in graphic form authentic 
information on the development and internal 
structure of the United States. The “Atlas” 
is more than a work of historical erudition 
and a reference book for libraries; it con- 
tributes directly to a better understanding 
of the politics and policies of the United 
States at the present moment. 

The “Atlas,” in fact, aims to cover the 
essentials of the political, social, economic, 
religious, educational, and military history of 
the United States in so far as they can be 
shown on maps. The maps of military his- 
tory reveal the general progress of campaigns 
as well as certain details of operations. 

The “Atlas” is a substantial folio volume 
measuring about 14 inches in height by 114 
inches in width by 1 inch in thickness. It 
contains some 400 pages, including more 
than 620 maps printed both in black and 
white and in color, together with an intro- 
duction by the editor (Dr. J. K. Wright), 
explanatory text, and an index. The text, 
which fills no less than 145 pages printed in 
double columns, gives full details concerning 
the manner in which the maps were com- 
piled, the sources of information used, and 
the meaning of the symbols. 


BANK MANAGEMENT OF DECEDENTS’ Es- 
TATES. By John Edson Brady. Cambridge, 
Mass.: Brady Publishing Company. $5. 

TuIs book owes its existence to the fact that 
each year a greater number of wills, in which 
a banking institution is named as executor or 
trustee, are filed for probate. The reason is 
that banks, by reason of their experience in 
fiduciary work and their well organized trust 
departments, are able to conduct the affairs 
of an estate with greater efficiency and safety 
than is ordinarily to be expected of the indi- 
vidual fiduciary. 

The settlement of a decedent's estate is, of 
course, largely a matter of routine. The 
statutes of each state present the practice to 
be followed in probating the will, the method 
to be adopted in collecting the assets of the 
estate, the payment of claims, debts and 
legacies, the form of and the time for ac- 
counting and the various other steps to be 
followed in closing the trust. 

These vary in each state and it is neces- 
sary for every trust official to acquaint him- 
self with the statutary provisions of this 
character in his own state. 

But there are certain underlying principles 
of conduct which apply to all fiduciaries in 
every state. In general these have to do 
with the investment and conservation of the 
funds of the estate. 
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OF BOSTON 


IS NEAR EVERYTHING 


Here’s a United Hotel situated in the 
heartof Boston. Offering guests the fin- 
estin appointments, cuisine and service. 
350 rooms, each with tub or shower 
bath, servidor and ice water. Single 
$2.50 up. Additional person $1 extra. 











Located on Tremont Street 
Opposite Hollis Street 


Chie 








The violation of these principles may lead 
to personal liability. And there are many in- 
stances in which, through an innocent error, 
a bank or individual acting as executor or 
trustee, has not only been deprived of the 
commissions which the law allows by way of 
compensation but, in addition, has been sur- 
charged with a substantial sum in favor of 
the estate. 

This book is largely based on decisions of 
this character; decisions of moment to the 
trust official and which are entitled to his 
close attention. 

The book also contains an appendix giving 
various forms of wills and will clauses in 
common use and a further appendix contain- 
ing the full text of the Federal estate and gift 
taxes as recently amended. It contains 426 
pages, including a table of cases and a com- 
plete index. 


BOOKS AND PAMPHLETS 
RECEIVED 


ForEIGN CorPORATIONS; procedure, costs and 
information regarding qualification and 
state taxation, together with digests of 
Federal and state court decisions; presented 
by United States Corporation Company, 
New York. 


MONEY AND THE Price Lever. By F. M. 
Huntington-Wilson. New York: The Cen- 
tury Company. $2.00. (To be reviewed 
later.) 


Stock ExcHANGE INVESTMENTS FOR Non- 
RESIDENTS. (Free of British Income Tax.) 
London: Fred. C. Mathieson & Sons. 


THE ADMINISTRATION OF THE GASOLINE 
Tax IN THE UNITED Srates. By F. G. 
Crawford. New York: Municipal <Ad- 
ministration Service. $0.50. 


THE BANKER’s CusTOMER. By Maurice 
Megrah. London: Butterworth & Co. 7/6d. 


A TREATISE on the legal relationships be- 
tween a British bank and its customers. 


THE BUSINESS AND FINANCIAL SITUATION 
WITH SPECIAL REFERENCE TO PRosPEC- 
TIVE TARIFF REDUCTION. By Beajamin 
M. Anderson, Jr. New York: Chase Na- 
tional Bank. 


AN interesting recent issue of the Chase 
Economic Bulletin. 


Descriptive List oF OLp Parer Money 
Issu—ED IN Onto. By D. C. Wismer. 
Federalsburg, Maryland: J. W. Stowell 
Printing Company. 

AN illustrated list of the early notes in cir- 

culation in Ohio prior to 1866. 


THE ABOLITION OF UNEMPLOYMENT. By 
Frank D. Graham. Princeton, N. J.: 
Princeton University Press. $2. 


CoLLece Protoncs INFANCY. By Horace 
M. Kallen. New York: John Day. 25¢. 


LaTEsT edition to the John Day Pamphlets. 
An interesting criticism of modern educa: 
tional methods which the author believes to 
be out of tune with modern life. 


INVESTMENT Po.iciEs OF BANKS. New 
York: American Bankers Association. 25¢. 


A RECENT booklet issued by the Bank Man’ 
agement Commission of the American Bank- 
ers Association. A valuable discussion of the 
best investment technique. 


ACCOUNTING FOR SAVINGS, BUILDING AND 
Loan AssociaTions. By John R. B. Byers. 
Chicago: American Savings, Building and 
Loan Institute. ; 

THIs is a complete two-volume treatise on the 
bookkeeping and accounting methods of 
building and loan associations. It is copi 
ously illustrated with facsimile reproductions 
of the various forms used by the leading in- 
stitutions. The author is an instructor in 
the College of the City of New York. He 
was assisted by the entire staff of the insti 
tute. 





Banks like these 
ustall YORK 
| VAULTS 


Your bank, too, can enjoy 
the same skill and experi- 
ence in vault manufacture 
and construction that have 
made the name of YORK 
preeminent throughoutthe 
world. We will gladly con- 
fer with you regarding the 
size and type of vault your 


First National Bank of New York 
New York City 


ay nena 
The First Union Trust and 
Savings Bank of Chicago 


YORK SAFE AND LOCk CO. 
@ YORK, PENNSYLVANIA e 


MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 


Pe es AND BURGLAR DROOF SAFES ANDO CHESTS .. . 





Bankers Guide Book 


By W. R. Morenouse 


is just off the press 


1072 pages 136 chapters 


Over 4000 questions and answers 
on banking, of which 1500 are 
legal with citations 


Acclaimed the most useful book of general 


interest to bankers ever written 


THE author needs no introduction to readers of THE BANKERS MAGAZINE. 
Mr. Morehouse is the author of seven books on banking—among them the 
original Bankers Guide Book, purchased by 22,000 banks. Now comes the 
new Bankers Guide Book with over three times as many pages (1072 to be 
exact) and it “fits the pocket.” 


AN introductory edition will sell at $5 a copy (less than 4 cent a page) then 
the price goes up to $10 (less than 1 cent a page). 


WE have a limited number of copies of the introductory $5 edition set aside 


for immediate delivery. Send us your order now and save $5. 


BANKERS PUBLISHING Co., 
Book Dept.—465 Main St., Cambridge, Mass. 


Please send me, postpaid, a copy of the new “Bankers Guide Book,” for which I will 
send you my check for $5 on receipt of your bill. 


Name. 
Bank or Firm 


Address... 





THE BANKERS MAGAZINE { 


ARAAA RA RARARA RA RA AA AA RARA RA RARAAARARARARARAAARARAARAARARARARARARARARARARARA MG AA RARARARARARARARARARARARARARA, 


CLiLitititivitititititiniti tei 


SALMON P.CHASE ~ Secretary of the Treasury under LINCOLN 


Crititivitititteinnul 


THE 


AA RARA 


CHASE NATIONAL BANK 


of the City of New York 
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Capital: . . . . . $148,000,000 
Surplus . . . . . 100,000,000 
Deposits (Sept. 30,1932) . 1,420,000,000 


ALBERT H. WiGGIN CuHar.es S. McCain 
Chairman Chairman 


Governing Board Board of Directors 
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Winturop W. ALpRICH Joun McHucu 


Vice Chairman Governing Board Chairman 
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and President Executive Committee 
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The Chase National Bank invites the 


accounts of banks, bankers, firms, 


PIrivititititivivitititititt ltthittititil Leite! 


F 


corporations and individuals. 
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For Industries 
Coming to 
Canada 


This Bank will gladly co- 
operate with financial institu- 
tions in the United States and 
elsewhere on behalf of clients 
who may be considering estab- 
lishing a branch of their business 
in Canada. Information cover- 
ing the Canadian tariff, trade 
and labor conditions, power fa- 
cilities, possible locations and 
building sites and other data 
will be furnished. 


Address enquiries to: 
New York Agency: 49 Wall St. 
P. W. Murphy, F. W. Murray, Agents 
Boston Office: Ames Bldg., 5 Court St. 
Chicago Office: 105 West Monroe St. 


THE BANK OF 
= NOVASCOTIA 


ESTAB. 
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Montreal Branch 


Capital 
$12,000,000 


Reserve 
$24,000,000 


Total Resources 
$265,000,000 


J. A. McLEOD, General Manager, Toronto, Ont. 
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Nederlandsche Handel-Maatschappy, ¥.V. | 


(NETHERLANDS TRADING SOCIETY). 


Established by Royal Charter A. D. 1824. 


BANKERS 


Head Office: AMSTERDAM. 
Branches in HOLLAND: ROTTERDAM, THE HAGUE. 


Branches in the NETHERLANDS INDIES: BATAVIA, SOURA. 
BAYA, SAMARANG, MEDAN, and further Principal Ports. 


Branches in the STRAITS SETTLEMENTS, BRITISH INDIA, 
CHINA, JAPAN and ARABIA: SINGAPORE, PENANG, RAN- 
GOON, CALCUTTA, BOMBAY, HONGKONG, SHANGHAI, 
KOBE and YIDDAH. 


Grant Drafts and Issue Letters of Credit on all their Branches and 
Correspondents in the East, on the Continent, on Great 
Britain, Africa, America and Australia, and transact 
Banking Business of every description. 


HUNUUUUUOUEUASU NUEVA 


=| 


HNUNMAAAULLLUUUUU UNUM 


Established 1837. Incorporated wg 


CAPITAL AUTHORIZED AND ISSUED £12,000,000 
PAID-UP CAPITAL 

RESERVE FUND o.oo. £3,350 ‘ooo} men ee 
CURRENCY RESERVE £1,500,000 
RESERVE LIABILITY of Proprietors ) 


Head Office—71, CORNHILL, LONDON, E. C. 3 


Manager—W. A. LAING Assistant Manager—G. 8. GODDEN 
Secretary—F. H. McINTYRE 


210 Branches throughout Australia and New Zealand, viz.:— 


In Victoria, 50; South Australia, 15; New South Wales, 53; Western Australia, 24; 
Queensland, 18; Tasmania, 3; New Zealand, 47. 


Agents and Correspondents in all parts of the World 


The Bank offers facilities for the transaction of every description of 
Banking business in Australia and New Zealand. 


Bills negotiated or sent for collection. Commercial and Circular Credits 
issued available throughout the World. 
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For Safety and Profit in Your Investments 


READ 


The Commercial Paper Market 


by ROY A. FOULKE 


Industrial Specialist of R. G. Dun & Co. 


In this book you will find startling figures comparing commercial paper 
with other forms of investment, as regards both safety and yield. 
You will find an analysis of commercial paper and the open market 
from the banker’s point of view, and from the viewpoints of the seller 
and broker, as well. You will get a comprehensive idea of the entire 
scope of the commercial paper market; will find detailed explanations 
of its organization and operation; will learn the advantages of com- 
mercial paper as an investment for the banker who desires the utmost 
in safety and yield. 


Read what these men say of the book: 


“This book is the best exposition of the subject which I have read and I think 
all bankers who buy commercial paper will find a great deal of interest as 
well as profit in it."—W. G. Wilmet, vice-president Hibernia Securities Com- 
pany, Inc., New Orleans. 


“I wish that this might be read by a great many bankers that have overlooked 


to date this form of investment.”—R. H. Mabbatt, vice-president Lane, Roloson 
& Co., Inc., Chicago. 


“Gives the information which the prospective seller or buyer of commercial 
paper would like to have if he is not already thoroughly familiar with the 


way the system operates.”—S. C. Wise, of Burr, Stevens & Company, Inc., 
St. Louis, 


Price $2.50 265 Pages 


FILL OUT AND RETURN 


BANKERS PUBLISHING COMPANY, 

465 Main Street, Cambridge, Mass. 
Gentlemen: You may send me on approval without cost or obligation a copy of 
“The Commercial Paper Market” by Roy A. Foulke. At the end of 10 days I will 
either send you my check for $2.50 or return the book. 


{ ] Check is enclosed. [C] Sic. 0. D. 


DAMN. cccccceccccceccevecoee eer ereseecoceeercocerooereceeecceeeeoeoooeeseoececeseee eee 
(Please print plainly) 
Position 
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Seventh Edition of America’s 


Most Popular Banking Book —- 


L Here is a book which has come to 

be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his own 
many years' experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 


' Send for your copy 
of this valuable 
book TODAY and see 
for yourself how 
thoroughly Mr. Kniffin 
has covered his field. 


BANKERS PUBLISHING CO. 


BANKERS PUBLISHING COMPANY 
Book Dept.—465 Main St.,'Cambridge, Mass. — 


Please send me on approval a copy 
of “The Practical Work of a Bank.” 
I will either return the book with- 
in five days or will send you my 
check for $5.00. 


Address 
Signed Dy......-..-.--sssssesssssssesscenserersencanscnscsconecscsee scessessssnssesneensencenenseneoneneaneene ‘ 
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Quick service for all correspondent banks. 


CORN EXCHANGE NATIONAL BANK 


AND TRUST COMPANY 
PHILADELPHIA 


we 


Be 





THE Perso taiae pasar 


ESTABLISHED 1817 


BANK or NEW SOUTH WALES| 


With which are 1 THE WESTERN AUSTRALIAN BANK a 
amalgamated | THE AUSTRALIAN BANK OF COMMERCE, Ltd. | 


AUSTRALIA 
Paid-up Capital £8,780,000 
Reserve Fund 6,150,000 
i 8,780,000 
£23,710,000 
Aggregate Assets, 30th Sept., 1931, £90,111,427 
General Manager, ALFRED CHARLES DAVIDSON 


BORNEO MANDATED TERRITORY % 
of CELEBES _%¢,OF NEW GUINEA—B Brcues iter 
Qc ap Kaviengo gaye 
&>».. rel Sey Sian Is f 
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Port Darwin New Hebrides & Fu 
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SUVA 


TASMANIA WELLINGTON 
saa £60,558,095; exports, £102,- HOBART 3 BRaNcnes Christehurch 


Annual Value of Australia’s Products ts Dunedin 
Agricultural .. £77,109,000 
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o 
Auckland 
AUSTRALIA i oaaes (Feo. Territory) NEW 
Population, (31-3-31), 6,488,707; area, MELBOURNE ZEALAND 
2,974,581 sq. miles; sheep, 105, 896, 000; aunceston 82 BRANCHES 
cattle, 11,202,000; horses, 1,846,000; 


SHIONADY GN¥V SSAHONVAG COL 


a 
17,945,000 
.+ 390,912,000 # Auckland I 
£631,298,000 ° 


Head Office—George St., Sydney | London Office—29 Threadneedle St., E. C. 2 
700 BRANCHES AND AGENCIES 
In all Australian States, Federal Territory, New Zealand, Fiji, Papua, Mandated Territory of New Guinea and Londen 


The bank collects for and undertakes the agency of other 
banks and transacts every description of 
Australian Banking Business 


Current accounts opened in Australia for Overseas Banks and Deposits received 
for fixed periods on terms which may be ascertained upon application. 


| Agents and Correspondents throughout the het 
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Main Office, Guaranty Trust Company—Broadway, Liberty Street 
to Cedar Street. New York Federal Reserve Bank in background. 


Serving American Business 


OR nearly a century this Bank has served American 
business interests. It provides its banking corres- 
pondents and customers with the advantages of 
ample resources and exceptional facilities in every 


phase of domestic and international banking. 


Guaranty Trust Company of New York 


140 Broadway 
Fifth Ave. at 44th St. Madison Ave. at 60th St. 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 
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REG, U. B PAT OFF 


The “Sign-Off” in Operation 


IVAN W. ELDER 


Costs of the Small Loan Department 
HOWARD WRIGHT HAINES 


On the Air with the Banks 


L. DOUGLAS MEREDITH 


: Bankers and Engineers Can Restore Prosperity 
MAGNUS BJORNDAL 


Bank Bond Policy 


W. H. STEINER and OSCAR LASDON 
FOR TABLE OF CONTENTS SEE PAGE III 


Published by 
THE BANKERS PUBLISHING COMPANY 
PUBLICATION OFFICE: 465 MAIN ST., CAMBRIDGE, MASS. 
EXECUTIVE OFFICE: 185 MADISON AVE., NEW YORK, U.S.A. 


London: Effingham Wilson, 16 Copthall Ave., E. C. 2 
$5.00 a Year 50 Cents a Copy 





J. P. MORGAN & CO. 


Wall Street, Corner Broad 
NEW YORK 


DREXEL & CO., PHILADELPHIA 


Fifteenth and Walnut Streets 


MORGAN GRENFELL & CO., LONDON 
23 Great Winchester Street 


MORGAN & CX, PARIS 


14 Place Vendome 


Securities Bought and Sold on Commission 
Foreign Exchange, Commercial Credits 
Cable Transfers 
Circular Letters for Travelers, available in all parts of the world 





The 
New York Trust 
Company 


Capital Funds . $32,500,000 


COMPLETE BANKING FACILITIES 


IO0O BROADWAY 


40TH ST. AND MADISON AVE. 5'7TH ST. AND FIFTH AVE. 





A Completely Revised Edition of 
That Banking Classic— 


THE ENCYCLOPEDIA OF 
BANKING AND FINANCE 


By GLENN G. MUNN 


H =: in a single compact volume, is the gist of hundreds of book on 
every phase of banking and finance. In authoritative, quick ref- 
erence form, it offers busy bankers and financial executives just the informa- 
tion they need to answer the questions that arise in their daily work. 


The book contains a tremendous 
amount of organized information: clear 
explanations of 3400 subjects; complete 
texts of important banking laws; much 
special matter which the financial execu- 
tive uses many times each month. 


For years this volume has been the 
standard reference work in its field. In 
previous editions, thousands of copies 
have been sold. Now—because of impor- 
tant changes which have recently taken 
— = —_ edition becomes — 
pensable. It offers many more pages 
any previous edition, p Renrvae scores of 
new subjects, and elaborates or revises 


those which have oe appeared. In 
a 


it, the various banking laws—as well as 
all bibliographies—are brought up-to-date. 


The original work, as well as the revi- 
sions here presented, have both taken 
years in preparation. The author — with 
a staff of assistants —— made an extensive 

check of works in the field to make sure that all the relevant material they pre- 
sented was here incorporated. Then he carefully revised and enlarged his original 
findings. To guarantee accuracy, six different authorities checked the portions of 
the work covering their respective fields 

The Encyclopedia is arranged alphabetically by subject, thus providing an 
automatic index. AF em om is widely ervloyed. The reader is therefore 
assured of having access to all phases of his subiect — and in a minimum of time. 

Everyone connected with banking and finance will find the book an indis- 
pensable working tool. It may be examined without cost or obligation. Just fill 
out the coupon below. 


BANKERS PUBLISHING COMPANY 
Book Dept., 465 Main St., Cambridge, Mass. 
Gentlemen: You may send me, without cost or obligation, for free examination, 
:- copies of the revised edition of “Encyclopedia of Banking and Finance.”— 
Price $7.50. At the end of ten days, I will either send you my check for §.... 
($7.60 per volume) or return the book (s). It is understood that I may pay in 
three monthly installments if I prefer. 


{] Check for $.... is enclosed. [] Please send C.O. D. 








1931-32 Edition 


THE INTERNATIONAL 
BANKING DIRECTORY 


Complete information about the banks of the world 
conveniently arranged 


Price $10 
Send for Approval Copy 


Bankers Publishing Company, 185 Madison Ave., New York 


PENNSYLVANIA COMPANY 


For Insurances on Lives and Granting Annuities 


PACKARD BUILDING 
8. E. Corner 15th and Chestnut Streets 


TRUST AND SAFE DEPOSIT COMPANY 
Resources Over . : . . - $245, ro 000.00 
Individual Trust Funds - . - - . $841,000,000.00 
Corporate Trusts - . - - . : $1,832,000,000.00 


Accounts of Banks, Corporations, Firms and Individuals Invited 
Acts as Trustee for Corporate Mortgages 


edaceh bern, 1828 PHILADELPHIA, PA. So 


THE CANADIAN BANK 
OF COMMERCE 


1 HEAD OFFICE - - - TORONTO, CANADA 
Capital Paid Up $30,000,000 Reserve Fund $30,000,000 
Sir John Aird, President S. H. Logan, General Manager 


NEARLY 800 BRANCHES THROUGHOUT CANADA 
AND NEWFOUNDLAND 


Branches at London, England; Rio de — vana; Kingston, 
Jamaica; » Barbados; Port of Spain, Trinidad; Mexico 
City; San Francisco; Seattle; and Patenes 

Close working arrangements with the Leading Banks in Australia 
and New Zealand. 


_ NEW YORK OFFICE ... . EXCHANGE PLACE AND HANOVER STREET 
Agents—C. J. Stephenson, R. B. Buckerfield and N.J. H. Hodgson 








